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118 YEARS OF COMMERCIAL BANKING 


As a Matter of 
Banking Efficiency 


It is poor economy for you to give 
time and effort, at a distance, to 
any of the things your New York cor- 
respondent can accomplish on the ground. 


Let us show you in actual practice the 
many ways in which we are of help to 
our correspondents. 


Main Office: 149 Broadway, New York City 
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In Every Market 


ROM Victoria on the Pacific to Barcelona 

in Spain, and from Fort McMurray on the 
Northern fringe of civilization to Buenos Aires 
in South America—in every market, and in the 
service of every phase of industry and business, 
the 900 branches of this bank play an impor- 
tant part. Our branches have an intimate 
knowledge of domestic and foreign markets, 
which may prove of value to your customers. 


When you require a banking con- 
nection in Canada, use the Royal 


The Royal Bank 
of Canada 


-N KREW FO RE wictctLliAwmM STREET 
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The history of Central Hanover 
is closely linked with the history 


of many of the leading banks in 
all sections of the United States. 


Central Hanover takes pride in 





the number and long duration of 
these correspondent relationships. 
They offer the best proof of the 
friendly and efficient nature of 
Central Hanover correspondent 


facilities m 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


14 Offices in 14 Manhattan Centers 


Representatives in London, Paris, Berlin and 


Buenos Aires 
NO SECURITIES FOR SALE 


Capital, Surplus and Undivided Profits Over 105 Million Dollars 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use and convenience of 
American visitors in London. 

—_> 


Head Office: POULYRY, LONDON, E.C. 2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


ONAL PROViN 
ev BANK CAL 


LIMITED 
Established 1833 


($5=21) 
Subscribed Capital - - -  $218,085,400 
Paid-Up Capital - - - - - 47,397,080 
Reserve Fund - - = = = 47,397,080 
Head Office: 15, BISHOPSGATE, LONDON, E. C. 2 
UNION BANK OFFICE: Princes Street, London, E. C. 2 


OVER 1300 OFFICES in ENGLAND and WALES 


The Bank offers special facilities for the conduct of accounts 
of Overseas Banks 


AFFILIATED BANKS 
COUTTS & CO., GRINDLAY & CO., LTD. 





The Publisher’s Page 


EGINNING with the July issue THE Banxers Mac- 
AZINE has secured the services of Dr. Paut M. ATKINS 
to write a monthly article on the investment and secon- 
dary reserve problems of banks. This will supplement 
the very useful monthly department written by Paunt WILLARD 
GarrETT which appears under the heading “Investment and 
Finance.” Dr. Atkins is engineer-economist of the firm of Ames, 
Emerich & Co., Inc., and enjoys a national reputation as an author- 
ity on bank investments. His latest book, ““Bank Secondary Reserve 
and Investment Policies,” has just been published by the Bankers 
Publishing Company, and is being very favorably received. A 
number of years ago, Dr. Atkins realized the need for a more 
scientific treatment of the bank investment account and set out to 
investigate the subject. He found very little published data avail- 
able and interviews with some three hundred banks revealed that 
there was practically no uniformity of policy even among banks 
that were operating under almost exactly similar conditions. As a 
result of his investigations he has now worked out certain tentative 
standards which can be successfully applied by banks in handling 
their secondary reserve accounts in order to obtain both liquidity, 
safety and reasonable profit. 


In the July issue will appear the second article by R. D. Bonn 
on income tax accounting problems for banks. This second article 
will deal with the general subject of bad debts, and will suggest 
accounting methods that will enable banks to obtain full income tax 
credit for all bad debts without disturbing the accounting practice 
recommended by bank examiners and adhered to as a matter of 
prudent accounting by most well managed banks. 

As an illustration of the need of supplemental records Mr. 
Bond says: 

“During the calendar year 1928 a bank examiner ordered the 
charge-off of $10,000 in face value of notes carried by a bank and 
the order was complied with, either during the course of the exam- 
ination or within a specified time, but in any event before the end 
of the year 1928. It is taken for granted that the bank examiner 


{Continued on page xiv} 
xI 
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TAPE READERS PUZZLED. 


“Buyers’ 30” Sends Them to Text- 
books—Record: Rare on Ticker. 


Ba rclays ; = Many of the younger men in Wall | 4 
. = : Street were surprised yesterday | 
FE afternoon when “‘buyers’ 30" ap- 
= Ay peared on the ticker tape, and there 
was a scramble for textbooks with|. 
d n which to solve the puzzle. The 
phrese appeared in connection with $ 


a sale of a 30-day option of 2,000 


L i m j t e d shares of Briggs Body * emi. 


Head Office: 54 LOMBARD STREET, 
LONDON, E. C. 3. 
F. Cc. GOODENOUGH PUZZLES 
Chairman Like the Above are all Solved 


in the 





Affiliated Banks 


BARCLAYS BANK Encyclopedia 
of 


(Dominion, Colonial and Overseas) 
with over 400 branches throughout . 
AFRICA, EGYPT, PALESTINE B k 
AND WEST INDIES an Ing \ 
and 


New York Agency - 44 Beaver Street 


BARCLAYS BANK (CANADA) Finance 


214 St. James Street West, MONTREAL 
T describes more than 3000 terms 


BARCLAYS BANK (FRANCE) relating to money, credit, banking 
LIMITED practice and history, law, accounting 
Chief French Office: and organization, foreign exchange, 


33, Rue du Quatre Septembre, PARIS pep rp ay , poe te a 
(Branches in all Principa! Cities) ets and brokerage ; and includes the 


text of such important legislation as 


the McFadden Act, Federal Reserve 
BARCLAYS BANK S. A. I. Act, Federal Farm Loan Act, National 
Piazza di Spagna, ROME 


Bankruptcy Act, ete. 
Piazza Campetto, GENOA “ igen 
The information is alphabetically ar- 


THE BRITISH LINEN BANK ranged, and a bibliography is given 


Head Office: EDINBURGH 194 Branches WH aach lagertent ‘tephr, sotering 
the reader to various sources from 


THE UNION BANK OF which he can obtain more detailed in- 
f ion. 
MANCHESTER LIMITED eg a 
Head Office: MANCHESTER 166 Branches The Encyclopedia is indispensable to 


the bank executive. 
Representative’s Office: Price $10.00 
44 BEAVER STREET, NEW YORK — 1 ae" 
H. POE ALTON - - Local Director eee ai 


for Travel and Tradey— 71 Murray Street 
New York 
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was within his rights in ordering the charge-off and that he did so 
in accordance with sound banking and good business methods, 
because the debt was slow or doubtful. An examination of the 
facts concerning the debts, however, indicates strongly that the notes 
were not totally bad and it is uncertain what part, if any, would 
eventually result in a loss. Later, however, and some time during 
the calendar year 1929, certain events proved without a doubt 
that the notes would never be paid. ‘The bank filed its income tax 
returns for the years 1928 and 1929 in the regular course of busi- 
ness, taking the deduction of $10,000 as bad debts in the return 
filed for the year 1928. 

‘Subsequent to the filing of the returns, an income tax examiner 
made an audit of the taxpayer’s books and records resulting in the 
finding of the facts concerning the notes which were charged off. 
He was without authority to allow the deduction for the year 1928 
because the debts were not ascertained to be worthless until 1929, 
and, likewise, was without authority to allow the deduction for the 
year 1929 because the notes were charged off during or for the 
year 1928. The result was a total loss in deduction amounting to 
$1200 in tax.” 

In the present issue R. D. Bonn discusses in general account- 
ing methods that will save overpayments of Federal taxes... . 
That small banks sometimes show better earnings and fewer losses 
than large banks is shown by JosErPpH STaGG LAWRENCE on page 
776. . . . Eliminating unprofitable accounts by wiping them off 
the books sounds easy but the saving is often illusory, says JAMES 
H. Simpson on page 777. . . . The importance of “Incentives 
for Executives” is shown on page 784... . “Are banks again 
waiting for the bond market to rise before they enter?” asks J. 
HarviE WILKINSON, Jr., on page 785 in an article entitled “How 
about the Bond Market?’ ... Increasing bank efficiency by 
better lighting is discussed by JoHN WALKER HARRINGTON in an 
illustrated article beginning on page 789. ... Guy W. Cooke 
discusses “Effective Methods for Securing Savings Deposits” 
on page 869. 





THE BANKERS MAGAZINE 


ESTABLISHED 1846 


VOLUME CXxX 


JUNE, 1930 


ELMER H. YOUNGMAN, Editor 


NO. 6 


Editorial Comment 
THREATS OF TARIFF REPRISALS 


IRE threats are being uttered 
D in many foreign countries 

against our most recent tariff. 
Some countries will meet our high 
duties by others equally high, while 
others will “boycott” American goods 
altogether. 

Whatever one may think of the 
virtues of protection as represented in 
the new tariff act, the attempt by other 
countries to coerce us into the adop- 
tion of a tariff policy suited to them 
must be regarded as highly impertinent. 
We have the undoubted right to fix our 
own tariff schedules, and in our own 
interests. Now, this does not mean 
that in passing tariff legislation the 
effect upon other countries is to be 


disregarded. On the contrary, for our 


welfare, we are bound to consider 
how our trade with the various na- 
tions may be affected by any actual 
or proposed tariff duties. At least, this 
would seem to be the case if we hope 
to keep up our export trade. Actually, 
a good deal of tariff legislation rests 
upon the demands of some particular 
industry for protection. 

Our industrial plants have been ex- 
tended so that they are capable of pro- 
ducing far in excess of the home de- 
mand for consumption. For this excess 
foreign markets must be found if we 
are to go on manufacturing on a large 
and increasing scale. In exchange for 
our goods sold abroad we can take 
other goods and services or gold. The 
alternative means of payment is by 
receiving securities of the countries 
indebted to us on balance in the trade 
account. 

_In view of our changed international 
situation, it might have been expected 
that Congress would have lightened the 
tariff duties without surrendering the 


principle of protection to which both 
parties are committed. But Congress 
does not seem to know of the change 
in our position from a debtor to a 
creditor country, or at any rate shows 
no comprehension of what this change 
implies. 

Perhaps our new tariff may be less 
harmful to the interests of other coun- 
tries than appears at first sight. Our 
high duties are partially offset by the 
extent and richness of the American 
market. To enter this market may be 
well worth the price which the tariff 
exacts. There are certain lines of goods 
produced elsewhere for which there 
is always a demand in this country 
without regard to the tariff. Foreign 
producers should cultivate these lines. 
There are also a number of products 
that come in free or on which the duty 
is nominal. Foreign countries with 
colonies where such products may be 
produced at low cost have an oppor- 
tunity of making sales in the American 
market unhampered by the tariff. 

Something in the nature of a tariff 
“disarmament” conference was _ held. 
several months ago at Geneva, but this 
country was not one of the partict- 
pants. 

Protection has been a factor of great 
assistance in our past development, and 
this makes it difficult to see why it 
may not be as well suited to the future, 
although under greatly changed condi- 
tions. 


NAVAL CONFERENCE RESULTS 


T first the recent meeting in Lon- 
don was called the naval dis- 
armament conference, but later 

the word “disarmament” disappeared. 
Essentially, the conference was for the 
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The new building of the Manhattan Company, in New York’s financial district, 

which was formally opened for business) on May 26. This is the sixth of a new 

series of etchings by Anton Schutz which will appear in THE BANKERS MAGAZINE 
in 1930. 





THE BANKERS MAGAZINE 


purpose of providing for an equality of 
weapons between nations that have 
solemnly engaged themselves not to 
resort to the duel as a means for 
settling their differences. War between 
England and the United States is un- 
thinkable; therefore, we must have a 
navy on a parity with that of England. 

But the spectacle of great nations 
meeting around the council-table and 
trying to reconcile their views is not 
one to be treated lightly. Out of this 
conference emerges one clear fact, at 
least: an accord between the United 
States, England and Japan. That this 
means much for the peace of these 
nations and the world cannot be 
doubted. 

Whether this country really gains 
anything by scrapping battleships and 
laying out huge sums for building 
cruisers in order to establish parity 
with England, is open to question. 
Possibly by the time the new cruisers 
are built a different program will be 
arranged and more scrapping ordered. 
This is one difficulty of having the 
country’s naval policy in part dictated 
by outside authority. 

There are some regrettable omissions 
to be noted: the failure of Italy and 
France to reach an agreement; the 
maintenance of the submarine, though 
its operations are to be humanized; 
and, above all, the omission of any 
measures for limiting the operations of 
air forces in war. 

Viewing the results of the conference 
broadly, and with no intention of dis- 
paraging them, it may be said that 
they are not so important as many 
persons assume. To the extent that 
naval competition is one of the causes 
of war, the ending of such competition 
marks an important step. Further- 
more, there is great gain in whatever 
reduction of expenditure, and conse- 
quent relief from taxation, that may 
follow the London deliberations. But 
to talk of the conference as a har- 
binger of enduring world peace seems 
wholly unwarranted. Except for in- 
ternational fear and _ suspicion, the 
conference would have been unneces- 
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sary. If, for example, England and 
the United States are henceforth to 
maintain close and friendly relations, 
why should either be concerned about 
the size of the other’s navy? 

Naval armament, while an important 
factor in international relations, ' is 
overshadowed by other forms of 
rivalry. Shipping, tariffs, financial and 
trade relations generally—these are the 
sources of present-day danger to world 
peace. They must be, in the first in- 
stance, dealt with by business men 
rather than statesmen. There will be 
held in this country next year the 
International Trade Conference, to deal 
with just such matters. This organiza- 
tion has already rendered good service 
to the cause of world peace by pointing 
out means of improved commercial re- 
lations between the different countries 
of the world. Along this line of prac’ 
tical endeavor lies the hope of the 
future. 


IN THE PUBLIC MIND 


NTEREST attaches to such subjects 
as are uppermost in the public 


mind at any given time. At present 
the American people have before them 
such weighty matters as the World 


Court, the Bank for International 
Settlements, the London Naval Con- 
ference, the banking problem, the tariff, 
etc. But all these questions are thrust 
in the background by the contest be- 
tween the wets and the drys. 

The prohibition amendment was 
partly due to the hysteria brought 
about by the Great War. Agitation 
for repeal is even more hysterical. It 
illustrates the well-known physical law 
that reaction is equal to action, and 
in the opposite direction. 

“In all enterprises see where you 
will come out,” observed an ancient 
philosopher. This principle was not 
paid sufficient regard in adopting pro- 
hibition, hence the difficulties of en- 
forcement. Probably the agitation for 
repeal of the Eighteenth Amendment 
partakes of the same crowd character- 
istics as marked the culmination of the 








dry movement. Neither has displayed 
much of that sober consideration which 
such a far-reaching change demanded. 

The adoption of prohibition repre- 
sented a prominent American trait—to 
pass a law involving great changes in 
public habits, with little weighing of 
the outcome. We seem to imagine 
that laws are self-enforcing, or to think 
that the mere enactment of a statute 
by Congress or a state legislature will 
be sufficient of itself to bring about 
any desired reform. This propensity 
was well illustrated in the early act 
for curbing trusts, which was allowed 
to sleep until Roosevelt came along and 
disturbed its slumber. 

People differ vociferously as to the 
merits of prohibition. Judging by the 
situation, what the people wanted was 
not actual prohibition, but a_prohibi- 
tory law. Had they wanted the real 
thing, they could have had it by obedi- 
ence to the law and a stern demand for 
its enforcement. These essentials for 
the success of the measure have been 
wanting. 

The suddenness with which constitu- 
tional prohibition was ratified by the 
states and the frenzied effort now to 
get rid of it furnish an illuminating 
commentary on popular psychology. 
There are so many matters of greater 
importance now calling for popular 
consideration that it is to be deplored 
that more attention is not paid to them 
and less to the proposal to legalize the 
liquor traffic. According to the wets 
all drys are fanatics; but in pxophesy- 
ing civil war unless they can have their 
way, the wets do not seem creatures of 
sweet reasonableness. 

In what has been said above it was 
not the aim to carry water on one 
shoulder and “rum” on the other, but 
to indulge in some speculations regard- 
ing the shifting mind of the public. 


THE PURPOSES OF TAXATION 
HE heavy rate of taxation, 
especially upon the wealthy, pro- 


posed in the budget submitted 
to the House of Commons by Mr. 
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Snowden, serves to call attention to 
the aims of taxation as practiced in 
modern times. Mr. Snowden acted on 
the familiar taxing principle of placing 
the burden on the shoulders best able 
to bear it. Theoretically this seems 
right enough; a man ought to carry a 
load in proportion to his strength. 
Unfortunately, in carrying out this 
principle the weaker members of society 
do not have sufficient employment for 
their muscles to develop their pulling 
power. But there is a greater objec- 
tion than this to limiting taxatien to 
the few only. It lies in the indifference 
such a policy engenders among the 
masses of the people. “We do not 
pay the tax, so why be concerned 
about it?” But this view is not ac- 
curate, for much of the taxation 
originally imposed upon the rich is 
passed on to the poor. There are some 
taxes that cannot be thus shifted, in- 
heritance taxes—or death duties as 
they are called in England—being a 
conspicuous example. 

It is this last-mentioned form of 
taxation which is becoming an increas- 
ing source of revenue in England and 
in this country. One purpose of it is 
to prevent the maintenance of large 
fortunes in the hands of a single 
family. Justification for confiscating half 
the estate of a dead man may be found 
in the contention that society has con- 
ferred upon him benefits enabling him 
to accumulate large wealth, and for 
these benefits it is only fair that he 
should pay. Society, however, may 
confer equal benefits upon all of us, 
but only the few take advantage of 
them. 

Of practical concern is the use to be 
made of the wealth under considera- 
tion. Would society receive the greater 
benefit by taking a large part of it by 
means of taxation, or by leaving it to 
those inheriting by will or otherwise? 
The politician has the answer ready. 
The state can use money better than 
the individual. He is probably think- 
ing of expenditures on schemes for 
producing votes. 

There are, cases where large fortunes 
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have been left to those who squandered 
them, but such cases are hardly the 
rule. Generally accumulated capital is 
put to beneficent use in the channels 
of production. Breaking up of large 
fortunes through taxation, whatever 
may be its theoretical justification, in- 
terferes with this process of capital 
accumulation. If the state were en- 
gaged in ordinary production, and the 
sums taken by inheritance taxation 
were thus employed, the effect would 
be mainly a shifting of capital from 
private to public hands. This would 
be socialistic and would ignore indi- 
vidual rights. But neither in this 
country nor in England does the state 
engage in general production. The 
proceeds of inheritance taxation are 
otherwise employed. 


A CENTRAL BANK UNDER A 
REGIONAL BANK PLAN 


HEN the Federal Reserve Act 
was passed it represented an 


attempt to depart from the 
central bank idea prevalent in several 
other countries. This aim was accom- 
plished so far as it could be done by 
legislation. We do not have a single 
Federal Reserve bank but a dozen 
of them. Each of these banks, in its 
immediate territory, exercises some 
central bank functions, using that 
designation in a very narrow sense; 
but outside of New York no one of 
the twelve banks has to deal with 
problems commensurate with those in- 
cident to central bank operations in 
France and England. Abroad, the 
Federal Reserve Bank of New York 
is looked on as the country’s central 
bank. Of course, this view is not 
correct, although it is logically derived 
from the nature and magnitude of the 
functions devolving upon that institu- 
tion. The fact is that the Federal 
Reserve Bank of New York has, in 
many respects, to function as a cen- 
tral bank though only imperfectly 
equipped for such duties. It is governed 
by the same legal regulations as the 
other eleven banks, though the latter— 


with possibly one or two exceptions— 
have very different problems and situa- 
tions to meet. Besides, the administra- 
tion of the bank’s policy is subject to 
the will of a government board located 
at Washington. Even in such a vital 
matter as fixing the rate of discount, 
the New York bank cannot act except 
by consent of the Washington board. 
This is not mere theory, but received 
practical and painful confirmation by 
the refusal of the board to sanction 
an advance in rate favored by the New 
York bank in May of last year-——an 
advance which had it been made might 
have greatly ameliorated the specula- 
tive situation then existing. 

That the present regional banking 
system will in the near future, or 
perhaps at any time, be supplanted by 
a central bank is improbable. What 
might be done, however, is to so change 
the law that the New York bank, 
operating as it does under special cir- 
cumstances, would be given greater 
freedom in coping with the situation. 
This could be done without altering to 
any great extent the relation which 
the New York bank sustains to the 
other Federal Reserve banks. 

The problems of the Federal Reserve 
Bank of New York are not the same as 
those of the Reserve banks of Dallas 
and Richmond, and it would seem 
reasonable that the law relating to the 
former might be so altered as to make 
it easier for this institution to operate 
more efficiently. Almost any general 
Federal law is bound to encounter 
difficulties, in view of the differences 
existing between various parts of the 
country. To this rule the Federal 
Reserve Law is not proving an excep- 
tion. 


SLOW BUSINESS RECOVERY 


XPECTATIONS of business re- 
E vival at about the middle of 1930 

were quite generally indulged in 
after the collapse of last year. That time 
is now at hand, and while there are 
some signs of business recovery, they 
are not as clear as might be wished. 
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To get our vast business machine in 
full motion again after a sudden check- 
ing of its rate of speed requires time. 
As the bulk and complications of this 
mechanism largely increase between 
each crisis, the task of recovering lost 
motion becomes correspondingly greater. 
Because there may have been a re- 
covery after a certain time following 
the crises of 1857, 1873, 1893, and 
1907, it does not necessarily mean that 
business revival may now be looked 
for in the same length of time. Not 
only has there been an increase in 
the bulk and intricacy of our financial 
mechanism, but each crisis has had 
characteristics of its own. 

The lure of easy money was one to 
which general business did not readily 
respond. As production and exchange 
of goods had not suffered from lack 
of credit at a fair rate, it was evident 
that something more than easy money 
was necessary to the revival of business. 

But if business generally did not 
respond to the easy money lure, the 
stock market was not slow to seize the 


opportunity of starting a fresh wave 


of speculation. There has been a rapid 
recovery of much of the loss sustained 
in the crash of last year. Part of this 
recovery, in some instances, has been 
due to the fact that the recession in 
prices of securities was greater than 
warranted; but in large part the re- 
covery is an indication of the tendency 
of speculation to run ahead of business 
revival, and to be governed by easy 
credit almost as much as by the state 
of production and trade. This ten- 
dency must be temporary in character, 
for in the long run the prices of securi- 
ties will reflect the earnings of the 
concerns issuing them. The first effect 
of the policy of easy money has been 
to revive speculation; a later effect may 
be to aid in bringing about a recovery 
in industry and trade. Logically, it 
would seem that the process should 
have been reversed. 

There are some factors on which re- 
liance may be placed in estimating the 
business future of the country: our 
capacity for agricultural and industrial 
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production, the growth of savings, and 
the great consumptive power of the 
American people. 
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INVESTMENT TRUSTS PUBLISH 
HOLDINGS 


UBLICITY for the holdings of 
investment trusts, recently advo- 
cated by Assistant Attorney General 
Washburn of New York, has been 
studied by Financial Publishing Com- 
pany, Boston, with a view to determin- 
ing to what extent the practice is already 
in vogue. Their survey indicates that 
of the 587 investment trusts and similar 
companies included in Keane’s Manual 
of Investment Trusts, 197, or one-third, 
now publish lists of their holdings. 
Twenty-three more publish partial lists 
of major holdings only, and five publish 
“approved” lists from which their hold- 
ings are chosen. The diversity of 
method is shown by the following tabula- 

tion: 
Number Per cent. 


Fixed trusts—complete pub- 
licity 58 9.9 

Full list, amount, cost and 
market of each security 

Full list with amount of 
each security held 

Full list but without amount 
held 

Partial list 

Approved list 

No information 


Many trusts announce merely the cost 
and market value of their securities. Of 
the 362 not divulging their portfolios 
seventy make definite statements of cost 
and market value. Nine more assure 
the investors that securities are carried 
at cost or market, whichever is lower. 
Twenty others not divulging any other 
information show the per cent. of 
diversification either by industry, geo- 
graphically or by type of security, or 
all three. 

This still leaves 263 trusts, or nearly 
half of all trusts, which do not divulge 
the slightest information as to their 
holdings. 





Do You Pay Too Much Income Tax?’ 


Importance of Proper Accounting Methods to Save Overpayments 
on Federal Returns 


By R. D. Bonp 


r ‘HE intention of this article is not 
to enter into a technical discus- 
sion of accounting, but to call 

attention to certain phases of bank 

accounting and certain practices of 
some banks that are 
very expensive when 
considered in connec: 


It is also required that income sub- 
ject to taxation shall be reported upon 
the same basis as that on which the 
books and records are kept. But items 
included in the returns need not neces- 

sarily coincide ex- 
actly with the tax- 
accounts if 


tion with their effect 
upon the banks’ Fed- 
eral income tax liabil- 
ity. 

Liberal details will 
be given in subse- 
quent articles cover- 
ing each subject, so 
that the taxpayer 
whose attention 
might be called here 
to something of im- 
portance to him can 
analyze his problems 
by referring to the 
full discussion of that 
particular subject. 


HIS is the first of a series 

of articles on income tax 
problems of banks. Subsequent 
articles will discuss these sub- 
jects: 
BAD DEBTS. Methods of 
charging off for income tax 
purposes. 


LOSSES. Income tax treat- 


ment as opposed to examiners’ 


orders. 

BOND PREMIUMS AND DIS- 
COUNTS. Use of supplemental 
records for income tax. 
DEPRECIATION. How to 
effect tax savings by proper 
classification. 

INTEREST AND DIS- 


payer's 
statements of “Rec- 
onciliation of  In- 
come” and “Amended 
Balance Sheets” are 
made a part of the 
records used. 

The _ corporation 
income tax form, 
under the _ heading 
“Questions,” _ refers 
to the basis of the 
return. The basis 
may be actual cash 
receipts and disburse- 
ments, or accrual. 


ACCRUAL VS. CASH 


The United States 
Treasury Department 
recognizes the fact 
that no uniform 
method of accounting 
can be prescribed for 
all taxpayers; and in- 
asmuch as the law 
contemplates that each taxpayer shall 
adopt such forms and systems of ac- 
counting as are, in its judgment, best 
suited to its purpose, it is immaterial 
to the Treasury Department what 
method is employed, so long as the 
items of gross income and the deduc- 
tions are treated with reasonable con- 
sistency in the filing of income tax 
returns from year to year. 


COUNTS. 


*Copyright by R. D. Bond. 


Proper 
for tax savings. 
SUPPLEMENTAL RECORD. 
Importance of preparing for 
income tax returns. 


BASIS 
treatment 

In respect to the 
cash receipts and dis- 
bursements basis, it 
is contemplated that 
no income shall be 
reported except that 
which has actually been received or 
made available and that no expense 
shall be deducted that has not been 
paid or set aside subject to the uncon- 
ditional demand of others. 

The accrual basis requires the in- 
clusion of all inéome that has in any 
manner become available to the tax- 
payer, whether or not received, and 
the deduction of all expenses, whether 
actually paid or not. 

The cash receipts and disbursements 
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basis is, in the opinion of the writer, 
best suited to the needs of banking and, 
when consistently followed, will show 
a material saving when viewed from 
the point of the expectancy of the 
gradual reduction in income tax rates. 
A good illustration of this is seen in 
connection with interest earned on 
loans and discounts. With the normal 
progress of a bank, it is expected that 
loans and discounts will increase from 
year to year, and it naturally follows 
that the item of interest earned but 
not collected is larger at the end of 
each succeeding year. Where the 
accrual basis is employed, all interest 
earned but not collected at the end of 
the taxable year must be reported as 
income, whereas the cash receipts and 
disbursements basis would not require 
its inclusion, and the taxation of the 
normal progress of the bank, as re- 
flected in increasing interest earnings, 
would be delayed until the actual re- 
ceipt. If, as stated above, the income 
tax rates are gradually reduced, the 
taxpayer benefits to the extent of the 
difference in rates both on a constant 
earning figure and on the normal in- 
crease. It is an easy matter for a 
taxpayer to compute the savings by 
applying the most recent reduction in 
rate to its item of interest earned but 
not collected at the end of the taxable 
year immediately preceding the reduc- 
tion. 

Some costly practices of banks are 
found in the treatment of bond 
premiums and. discounts, depreciation, 
bad debts, losses on investments, other 
real estate, etc 


BOND PREMIUMS 


The majority of banks, when pur- 
chasing bonds at a premium, immedi- 
ately charge the premium off to ex- 
pense and carry the bonds at par. 
The methods of charging off these 
premiums vary slightly, but the result 
is the same when considered from the 
standpoint of the later sale or con- 
version. One method, more direct than 
others, is a charge to Bond Premium 
account, which, in turn,. is expensed 


June 30 and December 31. Another 
method is to set the bonds up at actual 
cost, but when quarterly or semi-annual 
interest is received, to credit a certain 
percentage of the interest to the Bond 
account. Still another method is em- 
ployed that amounts to nothing more 
or less than the arbitrary writing down 
of the investment by lump charges to 
expense accounts or by direct charges 
to undivided profits accounts. There 
are probably a dozen other ways in 
which the same result is accomplished, 
but the principal point to which the 
taxpayer's attention is called here is 
the result of such practices and the 
way to correct them by the use of 
supplemental records in the form of 
statements of Reconciliation of In- 
come and Amended Balance Sheets. 
In the case of the immediate charge 
to expense, either indirect, by charging 
Interest and Discount, a revenue ac- 
count, or direct, by a charge to ex- 
pense, it is conservatively estimated 


that nine out of ten times the Treasury 
Department, through one of its exam- 


ining officers, will discover the pre- 
miums charged off and disallow such 
items as a proper deduction from gross 
income. The taxpayer will be called 
upon to pay an additional tax based on 
this disallowance. So far, the tax- 
payer has paid no more than is prop- 
erly due, but when the investment is 
sold, at some later time, a profit or 
loss is computed, based upon the book 
carrying value and not upon actual 
cost, and the result is that a tax is 
paid upon a profit that does not actu- 
ally exist, to the extent of the premiums 
previously charged off. 

Under the amortization method, that 
is, where part of the interest received 
is credited to the bond account, the 
reduction of cost is accomplished 
through a slower procedure, but is 
ultimately the same. If the interest 
received is from a class of securities 
that are taxable, it follows that alert 
Treasury Department examiners will 
discover the misplaced interest revenue 
and set up an additional tax against 
the taxpayer. If, on the other hand, 
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the interest is from non-taxable securi- 
ties, no additional tax is due, but the 
security has been reduced from its 
actual cost just the same, and a later 
sale or conversion will result in an 
erroneous profit or loss being computed 
upon the basis of the reduced value 
instead of cost. The result is the same 
as in the case of charging premiums 
off directly—either the payment of 
double tax on the same item or the 
payment of a tax that is not due at all. 

Where there is an arbitrary writing 
down of investments by lump sum 
charges, the same result occurs. The 
only difference is that in assigning the 
credits, no particular item can be 
designated as having been reduced 
unless the entry carries with it a de- 
scription or specific reference. 

Bankers whose attention has been 
called to the above described practices 
have often said that they do not wish 
to depart from their method; that it 
is a practice of long standing; that it 
is conservative accounting, and more- 
over it is often done under the direc- 
tion of, or with the approval of, the 
banking department, either national or 
state. 

The answer to this is that it is not 
at all necessary to change one item 
on the books of the bank or to change 
the method, but that by use of supple- 
mental records, copies of which can be 
attached to income tax returns, the 
fault can be corrected. 


BOND DISCOUNTS 


Bonds or other investments bought 
at a discount are sometimes written up 
to par; especially following a market 
rise, or when the bond or investment 


is purchased, through some _ good 
fortune, below the market value. The 
procedure in writing up varies as it 
does in writing down, but the most 
popular procedure is to credit Interest 
and Discount, a revenue account, if 
the amount is not unusually large. The 
result here is that a tax is paid on a 
profit that does not exist, and later, 
usually upon the sale or conversion of 
the bonds, the Treasury Department 


will discover that those investments 
have been written up in excess of cost, 
and an additional tax, based upon cost 
and not par value, is paid for the year 
in which the profit or loss occurs. 
Now it is perfectly natural that the 
question should be raised as to why 
great stress is placed upon the alertness 
of Treasury Department examiners in 
discovering erroneous charging down 
of investments, resulting in additional 
assessments of income tax, without 


So BACHRACH 


R. D. Bonp 


Formerly finance officer in the United 
States Army, connected with the 
Treasury Department and a field ex- 
aminer in income tax. He is now a 
certified public accountant of Detroit. 


giving them credit for equal diligence 
in discovering fictitious income. 

In the first place, it is natural that 
an examiner, whose principal duty it 
is to protect the interest of the United 
States, should acquire the habit of ; 
looking for underpayments of income 
tax rather than for overpayments. 

Secondly, the Treasury Department, 
while it is perfectly willing that all 
taxpayers pay what they owe and no 
more, is not obligated to act as con- 
stant technical adviser to a host of tax- 
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payers, and it probably assumes, from 
years of experience, that the taxpayer 
will make every effort to furnish its 
own protection. 

It has probably been the experience 
of most bankers that the same examiner 
does not pay an official visit more than 


once or twice. This accounts to some 
extent for the Treasury Department’s 
overlooking the fact that, in examina- 
tions of prior years, the. bank was 
assessed additional tax on premiums 
erroneously charged off. The premiums 
have been written off and no longer 
remain as a patt of the cost, and the 
taxpayer is the one who should take 
steps to correct the set-up. The 
Treasury Department is not to be 
criticized for overlooking errors of 
omission on the part of taxpayers. 


DEPRECIATION 


Depreciation is another item that is 
consistently handled erroneously by 
banks. It is relatively easy for the 
examiners to keep-track of it, however, 
although they cannot be expected to 
be as exacting in: their efforts to see 
that a taxpayer receives full benefits as 
the taxpayer or its own representative 
would be. 

The most common fault is found in 
the charging off to expense of capital 
items such as adding machines, type- 
writers, check protectors, etc. Invari- 
ably these items will be disallowed 
as an expense deduction and, where a 
thorough examination is made of each 
year’s income tax return, the examiner 
will in all probability follow a recon- 
structed supplemental depreciation 
schedule, if the taxpayer makes it a 
part of its records. On the other hand, 
experience shows that there are hun- 
dreds of bank income tax returns that 
are examined and closed without _ full 
benefits being realized by the taxpayer. 

By “full benefit” is meant the deduc- 
tion for depreciation of sufficient 


amounts in subsequent years to return 
to the taxpayer its original outlay for 
items, either expensed but disallowed 
in prior 


years, or capitalized but 








written off long before the useful life 
of such items expires. 

Supplemental records can be used 
that will satisfy the Treasury Depart- 
ment without the taxpayer’s changing 
its policy of charging down items of 
furniture and fixtures or building and 
without changing book balances. 

The bank is usually the loser in 
respect to depreciation where, in pursu- 
ance of a policy of conservative ac- 
counting, it charged off large amounts 
in the earlier years of the existence of 
the income tax without receiving the 
benefit of those charges and has never 
set the amount up for depreciation in 
later years; years in which it is justly 
entitled to a deduction for depreciation. 

Even though it might have derived 
a benefit, which would be the excep- 
tion and not the rule, depreciation is 
properly deductible when sustained, 
and an error in an earlier year does 
not correct an error or omission of a 
later year. Any item of depreciable 
assets, when there is no question of its 
being subject to depreciation, can be 
restored either through entries upon 
the books or by the installation of sup- 
plemental depreciation records, and 
deduction can be taken for the depre- 
ciation. 


BAD DEBTS 


In the treatment of bad debt deduc- 
tion, the bank, following its usual con- 
servative policy, and in many cases by 
direction of the banking department, 
charges off doubtful or bad accounts, 
in a great many instances without 
meeting first the requirements of the 
law concerning bad debt deductions. 


-This policy is very often opposed to 


the strict requirements of the law con- 
cerning bad debts. In effect, the law 
is that a debt, to be deductible, must 
be both determined bad and charged 
off within the same taxable year. 
Under such circumstances it is quite 
obvious that banks, as a taxpaying 
class, are more often in dispute with 
the Treasury Department over bad 
debt deductions than any other class of 
taxpayers, 
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A full article is to be given to this 
subject later, so that the discussion here 
must be limited to a few paragraphs. 
However, a timely warning is given to 
the banks that have bad debts to charge 
off: Let them make sure that, as far 
as could reasonably be expected, every 
effort has been made to collect before 
the item is charged off. In cases where, 
by direction of the banking department, 
it is necessary to charge off amounts 
that have not been clearly determined 
as bad, the Reconciliation of Income 
and Amended Balance Sheet should be 
used to keep the item on the books so 
far as income tax returns are concerned. 

In many cases, where the strict pro- 


referred to and must not be confused 
with a loss which might be sustained 
upon the sale or conversion of a 
security. 

Very often the banking department 
will direct that certain securities be 
written down to market or entirely 
off the books, and the Treasury De- 
partment has made special provision in 
the income tax regulation for just such 
instances of the evidence of losses. At- 
tention is called, however, to the rule 
that the mere fluctuation in the market 
price of a security cannot give rise to 
a loss allowable as a deduction. 

The danger in complying with the 
banking department demands in charg- 


“It is natural that an examiner, whose principal duty it is 
to protect the interest of the United States, should acquire the 
habit of looking for underpayments of income tax rather than 


overpayments . 


. . . The Treasury Department, while it is 


perfectly willing that all taxpayers pay what they owe and no 
more, is not obligated to act as constant technical adviser to 
a host of taxpayers, and it probably assumes, from years of 
experience, that the taxpayer will make every effort to furnish 


its own protection.” 


visions of the law relating to bad debt 
deductions are not adhered to, seem- 
ingly unjust taxation is the result. 
Just such a situation might arise where 
a debt is charged off because it is 
doubtful and ordered charged off by 
the banking department, although the 
financial condition of the debtor does 
not warrant a charge-off until a later 
year, as far as the income tax law is 
concerned. Under such circumstances 
the deduction will not be allowable in 
the year charged off, because it was 
not ascertained to be bad within that 
year, nor will it be allowable for the 
year in which it was ascertained to 
be bad, because it was not charged off 
within that year. 


LOSSES 


. Investment losses, occasioned by 
bankruptcy, etc., are the losses herein 


ing down a security lies in the fact 
that the amount charged off very likely 
will be forgotten when computing the 
profit or loss on the later sale of the 
security written down. 

The act of writing down a security 
in anticipation of a loss results in much 
the same sort of complication as pre- 
viously described in relation to pre- 
miums on bonds. 

A loss, to be deductible, must in 
reality be sustained, although the in- 
come tax regulations provide that a 
security will be presumed to be worth- 
less, in the absence of affirmative evi- 
dence clearly establishing the contrary, 
where, in obedience to the specific 
orders of supervisory Federal or state 
authorities, it is charged off or written 
down to a nominal value. This pro- 
vision in the regulations is helpful as 
far as it goes, but it does not anticipate 
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a partial writing down of securities to 
meet market fluctuations or probable 
losses. A deduction in respect to 
such charges will be disallowed without 
hesitation. Care should be exercised 
to see that the banking department's 
orders are not in contradiction to facts 
regarding losses and, where it is evi- 
dent that the security is not worthless, 
although temporarily subject to a slump 
in value, one can comply with the 
orders of the department to charge it 
off, without taking a deduction for 
income tax purposes. This can be 
accomplished through the same medium 
referred to previously—namely—Rec- 
onciliation of Income Statements and 
Amended Balance Sheets. 

It is sometimes a material advantage, 
in saving of income tax, to claim a 
loss in a year later than that in which 
the banking department orders the 
charge-off. If, then, the facts call for 
a delay in the deduction, it should by 
all means be delayed. 


OTHER REAL ESTATE 


Real estate acquired by foreclosure 
on mortgages or by debtor’s assign- 
ment to the bank is more often a 
liability than an asset, in a certain 
sense, because it is a class of asset 
that must be disposed of within a 
certain limit of time. 

Experience indicates that, as a gen- 
eral rule, the bank, having once ac- 
quired a parcel of real estate from a 
debtor, will charge all expenses such 
as taxes, repairs, insurance, labor, etc., 
and credit rents, sale of crops, etc., to 
the Other Real Estate account. This 
practice is primarily for the purpose 
of keeping account of the net invest- 
ment in specific parcels. However, it 
gives rise to two costly results if it is 
not adjusted— 

First, since nine times out of ten 
the expense is in excess of the revenue, 
a loss in allowable deductions is suf- 
fered for the year in which they occur, 
and 

Secondly, the cost is not correctly 
shown in the balance carried in the 
account and will be adjusted by the 


Treasury Department in arriving at 
the corrected profit or loss when dispo- 
sition is made of the property at a 
later date. 

There is also the item of depreciation 
on the buildings located on the prop- 
erty taken over. Depreciation should 
be computed from the date of acquisi- 
tion, so that, when a later sale or other 
disposition is made of the property, 
full benefit of the deduction, which the 
Treasury Department will inevitably 
make in arriving at’ the cost, will have 
been received during the years prior 
to the sale or other disposition. 

The writer has often suggested that 
separate accounts be kept for income 
and expense on other real estate, which 
could be closed into Undivided Profits 
at June 30 and December 31, and that, 
if it seems advisable to keep account 
of the net investment of each parcel, 
a supplemental record, having no bear- 
ing on the bank’s footings, be set up 
for that purpose. 

Reference has been made herein 
several times to the statement of Re- 
conciliation of Income and _ the 
Amended Balance Sheet. These forms 
have been used to material advantage 
by a large number of average size 
county seat banks, and it is thought 
that they meet with the approval of 


most examining officers in the income ’ 


tax unit of the Treasury Department. 

The Reconciliation of Income state- 
ment is closely related in form to the 
Net Income schedule, Treasury Depart- 
ment form 886, which is ordinarily 
contained in an income tax examiner's 
report of his examination. 

In the preparation of this form, the 
amount of income or loss as shown by 
the books, which for the sake of sim- 
plicity is taken as being the difference 
between Undivided Profits at the be- 
ginning and end of the year, is taken 
as a basic figure. To this figure is 
added the income from rents, crops, 
etc., which has been credited to Other 
Real Estate; interest credited to Bonds 
as amortization of premiums; premiums 
charged to Interest and Discount, In’ 
terest Paid, or direct to Undivided 
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Profits, on bonds purchased during the 
year; dividends paid to stockholders 
and unallowable expense deductions, 
such as donations, income tax, special 
improvement taxes, depreciation taken 
on the books in lump sum amounts, 
and, when on a cash basis, additions to 
reserves for interest, etc. 

From the adjusted figure thus ob- 
tained is deducted depreciation on bank 
building, furniture and fixtures, other 
real estate, etc., as shown by the 
specially prepared supplemental depre- 
ciation schedule; premiums paid on 
bonds sold during the year, which in 
some prior year were charged off; 
expense of other real estate which has 
been added to the Other Real Estate 
account, such as taxes, insurance, re- 
pairs, etc.; profits derived from the 
sale of municipal bonds, county war- 
rants, short term municipal paper, and 
U. S. Government obligations (non- 
taxable), dividends on Federal Reserve 
Bank stock or any other stock of a 
domestic corporation; recoveries on 


debts and the realization of principal 


on securities, the amounts of which 
were charged off in prior years by 
direction of the banking department 
but restored for income tax purposes 
in Reconciliation of Income State- 
ments and Amended Balance Sheets. 


THE AMENDED BALANCE SHEET 


The Amended Balance Sheet closely 
resembles a comparative balance sheet, 
consisting of a balance sheet taken 
from the books, with two columns pro- 
vided for debit and credit adjust- 
ments, together with the corrected or 
Amended Balance Sheet. 

An example of the use of Amended 
Balance Sheets is seen in the case of 
expense charged to Other Real Estate 
on’ the books, but taken as an expense 
deduction on the income tax return. 
A journal entry is set out in the debit 
and credit columns provided in the 
Amended Balance Sheet, reflecting a 
credit or reduction in the Other Real 
Estate account and a debit or reduc- 
tion in Undivided Profits account. 
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In setting back bond premiums, the 
entry would consist of a debit or addi- 
tion to Bonds and a credit or addition 
to Undivided Profits. 

As stated at the beginning of this 
article, the intention is to call attention 
to some of the common faults of banks 
in rendering income tax returns. If 
this article has served to draw atten- 
tion to possible savings in income tax, 
made simply by an adjustment of ac- 
counting methods, it is all that can be 
expected. 


Mr. Bond’s next article will dis- 
cuss the subject of Bad Debts, 
showing how this account should 
be handled for income tax purposes. 


SAVINGS BANKS REFUSE 
DEPOSITS OF BUFFALO 
FUNDS 


MuTUuAL savings banks of the State of New 
York have rejected an offer of deposits of 
the city funds of Buffalo, on the grounds 
that they do not constitute thrift or sav- 
ings deposits, according to the secretary of 
the Savings Bank Association of New York. 

Frank C. Perkins, president of the Com- 
mon Council of Buffalo, has been complain- 
ing for some time over the rates paid by 
commercial banks and has been agitating for 
an amendment to the state banking laws to 
allow mutual savings banks to accept large 
deposits of city money. Meantime, hé wrote 
to savings banks in the northern part of the 
state asking them if they would accept the 
deposit of the City of Buffalo funds up to 
$7,500, the present legal limit on individual 
accounts, at a rate of 414 per cent. 

The offer was declined necessarily since 
the law does not let any mutual savings bank 
guarantee its rate of interest or dividend, 
but the banks outside Buffalo also de- 
clared that they would not be justified in 
accepting deposits from a neighboring city 
and savings banks in the various group divi- 
sions have also gone on record as being op- 
posed to the acceptance of such deposits, 
even if the question of interest rate and 
jurisdiction were left out, on the grounds 
that such funds do not represent savings or 
thrift money and are therefore outside the 
character of deposits contemplated by mutual 
savings banks. 





Size Not a Safety Guaranty 


Joseph Stagg Lawrence Finds That a Group of Small Banks Have 
a Better Record of Losses Than a Group of Large Banks 


Lawrence, writing in a recent 

issue of Barron's, “will never 
sign the death warrant of the small 
bank unless it is persuaded that such 
a course will provide the only assur- 
ance of safety for the depositor.” 

In order to determine if possible just 
how much “safer” the larger banks are 
Mr. Lawrence has made an analysis of 
the following four groups: 


(CO Gvrence, says Joseph Stagg 


A group of large national banks in 
New York, Los Angeles and San 
Francisco. 

A group of mediumvsized city na- 
tional banks in twenty cities, 
selected from all parts of the 
country. 


Country banks in eleven states 
where failures have been com- 
paratively low during the last 
nine years. 

National banks in the twelve states 
where 70 per cent. of the failures 
have taken place during the last 
nine years. 


For these different groups the follow- 
ing ratios were calculated for each 
group for each of the nine years in the 
period 1921-29: 


1. Net addition to profits to capital and 
surplus. 


Interest on deposits to gross earnings. 


Interest and discount on _ borrowed 
money to gross earnings. 


Salaries and wages to gross earnings. 

Taxes to gross earnings. 

Net losses to gross earnings. 

Interest paid on deposits to 
and discount received. 

Net additions to profits to gross earn- 
ings. 


interest 


Net expenses to gross earnings-operat- 
ing ratio. 


10. Interest and discount received to gross 
earnings. 

11. Gross earnings to capital and surplus- 
turnover. 


12. Loans and discounts to investments. 


Commenting on the result of this 
analysis Mr. Lawrence says: 


A careful examination of all the evidence, 
including not only the experience of our 
own small banks but also the banking sys- 
tems of other nations in which concentra- 
tion has freely pursued its course, fails to 
support the contention that a change from 
the unit bank system is the only solution. 
“Believe it or not,” the small banks in our 
third group have a better record for losses 
than the great banks in our first group. 
We shall see that the highly-lauded Ca- 
nadian banking system shows a greater score 
of bank fatalities than our own decentralized 
unit system. The bank failures of post-war 
Italy, the difficulties of great banks in 
France, Germany, Japan and Canada in- 
dicate clearly that size alone is not the magic 
formula of safety. 


SMALL BANKS CAN COMPETE 


Nor need the small bank yield to the 
charge that it is unable to compete with the 
great bank on the basis of profits. The 
banks in our first group show a better and 
perhaps more consistent record of profits 
than the country banks in our third group— 
as a whole. ‘There are significant excep: 
tions. The returns from San _ Francisco, 
which are dominated by a great bank with 
292 branches, show a ratio of net profits to 
capital and surplus which is exceeded by 
most of our small banks. The country 
banks of Maine and New Jersey show profits 
distinctly above those of the large banks in 
New York City. If large-scale banking is to 
justify itself to the stockholder, it must do 
so in the future on the basis of economies 
now being realized and sources of profit 
now being exploited. 

The large bank we find pays out less of 
its gross earnings in the form of salaries and 
wages than the small bank. This statement 
must be qualified by the exclusion of the 
branch systems of California. The economies 
realized in this way by the banks of New 
York City are not shared by the banks of 
Los Angeles and San Francisco. 





The Unprofitable Deposit Account 


To Eliminate the Unprofitable Account Is Easy, But the Saving 
Is Often Illusory 


By James H. Simpson 


HERE are two classes of un- 
profitable checking accounts, large 
and small. Scores of articles have 
been printed in the last few years 
dealing with the latter class, all advo- 
cating the panacea: service charge. I 
shall add my contribution to this litera- 
ture later on in this writing but in 
the meantime I want to talk about the 
account which at first blush seems to 


accounts is more apparent than real, 
and second, that we do not want to 
add a statistical department to our 
organization if we can help it. In 
this second point I refer to~ the 
ordinary run of banks, with a _per- 
sonnel of from two to fifty; the larger 
offices will probably need some sort of 
a statistical department to keep even 
the simplified records suggested herein. 


“In making the somewhat elusive statement that the loss 


on many accounts is more apparent than real I mean this. 
That we have our organization (we can hardly scrap it) and 
especially in a period of contraction, or marking-time, such as 
we appear to be putting up with at present, if we set off a real 


profit (from interest value of checking account, commissions, 
etc.) of say $400 against a cost accountant’s theoretical loss of 
$500 (based on floor space, teller’s time, bookkeeper’s time, 
equipment expense, stationery, etc.) and throw that account 
out, we are apt to find ourselves just a little less than $400 
poorer as a result. Because the floor space is still there and so 


are the teller and the bookkeeper. The only item of expense 
which is actually saved is the stationery.” 


be an excellent one. But at first blush LOSSES MORE APPARENT THAN REAL 
only. The second blush is on you. 
Cost accounting. The very term is 


disturbing; one visualizes fractional 


In making the somewhat elusive 
statement that the loss on many ac- 


calculations, figures running into ten 
places of decimals, problems in “over- 
head” and the like. The thing can be 
overdone; sometimes in these cost ac- 
counting statistics one cannot see the 
forest for the trees. Not that I advo- 
cate guess work; in arguing for some- 
thing less than the cost accountant’s 
usual paraphernalia of graphs, charts 
ind forms I merely have in mind these 
two facts: First, that the loss on many 


counts is more apparent than real I 
mean this. That we have our organiza- 
tion (we can hardly scrap it) and, 
especially in a period of contraction, 
or marking-time, such as we appear 
to be putting up with at present, if 
we set off a real profit (from interest 
value of checking account, commis- 
sions, etc.) of say $400 against a cost- 
accountant’s theoretical loss of $500 
(based on floor space, teller’s time, 
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bookkeeper’s time, equipment expense, 
stationery, etc.) and throw that account 
out, we are apt to find ourselves just 
a little less than $400 poorer as a 
result. Because the floor space is still 
there and so are the teller and the 
bookkeeper. The only item of expense 
which is actually saved is the sta- 
tionery. 

Unless, that is, we throw out enough 
accounts to permit of a reduction in 
staff and equipment. And who among 
us wants to do that? It would be an 
admission of retrogression, so long as 
we continue to worship the “bigger 
and better” with the emphasis on the 
“bigger.” 

And, parenthetically, a simile could 
be drawn between the theoretical ad- 
visability of a wholesale reduction in 
the number of our current accounts (a 
subject I shall touch on again, later in 
this article) and the Naval Disarma- 
ment Conference. Granted, for the 
purpose of argument, that overbuilding 
has occurred in both cases, drastic 
reductions would cause wholesale un- 


employment, among our worthy bank 
staffs as among the sailors and all who 
depend on the fleets for their living. 
But no doubt (to return) you will 
argue that it should not be necessary 


to throw accounts out. Just ask the 
customers to “maintain better balances.” 
Exactly. Just ask them! 


AMERICAN DEPOSITORS HAVE 
“SUPERIORITY” COMPLEXES 


And yet that is the solution. The 
American bank depositor must be educ 
cated away from the idea that a dollar 
in a checking account is a dollar 
wasted. That he must keep his money 
“working.” Many of our depositors 
kept their money working in Wall 
Street last year to their great grief. 
But before much can be accomplished 
along these lines we must achieve a 
more rational viewpoint on competition. 
The practice of grabbing accounts from 
competitors by promising cheaper rates 
has gone too far. It has resulted in 
a great superiority complex, as our old 
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friend the big head is now known, on 
the part of our customers. 

In the case of an account such as 
the one analyzed in these pages, an 
account which maintains a balance at 
all times of around $5000, the owner 
of it will probably turn on you in 
righteous indignation if you, like Oliver 
Twist, ask for more. In all probability 
he will dump all sentiment for past 
connection and for favors granted 
overboard and march up the street to 
your competitor. That is, if you press 
your request with any force. For, in 
the cold world of modern business, 
gratitude (as a famous Englishman 
once said) is merely a lively sense of 
favors to come. 

And now, having broken all the 
rules of sequence by pointing the cure 
before diagnosing the disease, I present 
the hypothetical account of the Main- 
ville Products Company. 


A HYPOTHETICAL CASE 


First, let us assume that the cashier 
of the Mainville National Bank has 
contented himself with taking out the 
average balances shown in Figure 1. 
What are his reactions? Perhaps he 
has been reading (strange if he hasn't) 
the current literature on unprofitable 
deposit business, and he is worried 
about his “under $100 accounts.” 
But the account of the Mainville 
Products Company quite cheers him 
up. Average balance $5087. True, 
he reflects, the “float” has not been 
deducted. But the teller assures him 
that very few out-of-state items are 
deposited, which fact checks with his 
knowledge of the Products Company's 
business. There is never any worry 
about N. S. F. checks, whether drawn 
or deposited; the number of checks 
drawn is only about ten a day; the 
deposit tickets, while pretty well filled, 
seem to be giving only an average 
amount of work to the clearing depart- 
ment. And there is a little side profit 
from collections and so on. “No,” 
thinks the cashier, “nothing wrong with 
that account. Wish we had a couple 
of hundred_ more like it.” 
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FIGURE 1 
ANALYSIS OF ACCOUNT 
Mainville Products Company—1929 


Month Total Deposits 
January 
February 


October 
November 
December 


Average daily balance 1929: 


A few notes on the subsequent 
analysis of the account. An analysis 
which shatters our cashier’s compla- 
cency: 

Figure 2: The theory is that any 
one month’s float may be analyzed. 
The resultant total (which should 
agree with the ledger total of deposits 
for the month) is then divided into the 
year’s total of deposits. A close ap- 
proximation of the total float for the 
year is thus arrived at with only one- 
twelfth of the work which would be 
entailed by a complete analysis. In 
the case of the Mainville account the 
month selected, September, happened 
to be a heavy one, and this figure 
“goes” only ten times. A rough check 
on that: September’s total of debits 
to account is 359, the year’s total is 
3651. Also 10 per cent.* So we can 
fairly assume that September’s costs 
are 10 per cent. of the year’s. We 
apply this ratio both to our handling 
charges and to our “float” averages, 


‘Had this not come out to the same fig- 
re our basis would have been a little up- 
But it will be found, usually, to be 
within one or two points, and it is sug- 
ted that the average of the two figures 

e used in the subsequent figuring, e. g., 


nd 12: 


i. 


Total Debit Entries Average Balance 


(Float not deducted) 
6,325 
5,921 
5,643 
3,999 
4,472 
4,568 
4,132 
5,002 
4,944 
4,912 
5,456 
5,672 


280 
290 
304 
251 
295 
290 
331 
346 
359 
309 
304 
292 


3,651 12)61,046 


5,087 


and, if it is not quite as accurate as 
keeping the whole year’s figures would 
be, think of the saving in work! And 
bear in mind that no cost analyses, in 
banking, are really accurate, no matter 
how thoroughly and painstakingly they 
may be calculated. The multipliers 
must always be more or less arbitrarily 
set. 

In the case of the Mainville account 
it will be seen that the value of the 
nice balances maintained disappears 
largely in handling charges. (The 
cashier was right in assuming that the 
float loss was not large). So we ask 
ourselves: “Who says it costs three 
cents to post a check or handle a cash 
item?” Very pertinent question. It 
is, of course, impossible to be exact. 
A country bank’s multiplier, for in- 
stance, should be lower than that of 
a city bank, because the whole expense 
scale is lower. Rents, salaries, less 
mechanization; even the stationery is 
less expensive. But in what might be 
considered the average bank, ‘authori- 
ties agree that it costs at least three 
cents to post a check except in the case 
of large payroll accounts where the 
multiplier might be lowered to two 
cents or even one and a half. It might 
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FIGURE 2 
ANALYSIS OF FLOAT ITEMS DEPOSITED 
Month of September, 1929 


Other 
Checks on us_ Local Checks Out of town checks 
No. Amt. No. Amt. . Amt. Ds. No. Amt. Ds. No.Amt.Ds. 


1 110 20 390 200 3 2 100 4 
5 132 12 200 356 


25 400 


249 3687 


1708 269 4912 


Recapitulation—September 


Cash 1,030 Afloat total 4912x1 

Checks on us 33 3687 x 3 

Other local checks 269 2 1852 x4 

Outside checks 311 Sundry 
613 

Percentage of September deposits to year’s total—(roughly) 10 

Percentage of September debits to year’s total —(roughly) 10 


*Total one day's float of last column. 
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be contended that “checks on us” 
should not be entered as a charge as 
they are, presumably, charged at the 
three-cent rate to the account drawn 
on. The point is not material as the 
percentage of checks on us is usually 
low. Two cents for local cash items 
may be, I admit, a little high. Where 
clearing-houses exist, the work is cut 
to a minimum and many banks figure 
this item at one and a half cents. On 
the other hand, three cents for outside 
cash items is low. The Canadian 
banks, most of whom have gone rather 
thoroughly into the question of cost 
analysis, usually figure five cents, but 
in Canada the outside cash items are 
broken up. into numerous small lists 
and sent all over the country, whereas 
in the United States this work is per- 
formed by the Federal Reserve banks. 
THE INTEREST VALUE RATE 

The easiest multiplier to set, perhaps, 
is the value rate. I have used 4!4 per 
cent.; a low rate, because no reserve re- 
quirements have been deducted. The 
same results are obtained by deducting 
the reserve and figuring on a higher 
rate. In any case, the net of 44 per 
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cent. is, I think, high rather than low. 
In this connection it should be observed 
that the fluctuations in the value of 
money should not enter into these an- 
alyses. Last year, for instance, when it 
was possible to lend at call at 15 per 
cent., it is obvious that the interest 
value of an account was higher than it 
is this year. But one of the chief values 
of these statistics lies in the compara- 
tive angle, and this can only be derived 
by fixing a rate and sticking to it. 
Some reflections on the net loss of 
$17 shown in figure 3. It must be 
borne in mind that there are some col- 
lateral profits; but there are also col- 
lateral losses. No profit is shown on 
the occasional advances made to the 
company, because such profits should 
not be confused with checking account 
operating profits. If you want to con- 
fuse them the argument should be in 
favor of larger balances still, under our 
rule of 10 per cent. (10 per cent. of 
loans to remain on deposit). The in- 
direct value of the contact in holding 
or acquiring personal accounts of em- 
ployes, etc., cannot be estimated but, 
partly offsetting this, the cost of han- 
dling cash has not been taken into con- 
sideration, nor the loss on “non- 


FIGURE 3 
VALUATION OF ACCOUNT 
1929 
Interest value of average credit balances (float not deducted) 


$5,087 at 412 per cent. 


Commissions on contracts and collections 


Charge for safekeeping of securities 


Other profits (other than interest on loans) 


Gross profit 


Cost of operation 
Handling charge 3 


account at 3c 


checks on us, deposited at Ic 3 


ee 


other local checks deposited, at 2c 53 
outside checks deposited, at 3c .... 93 
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member™ checks deposited. Presumably 
the larger deductions made by collect- 
ing banks not members of the Federal 
Reserve System are charged back to the 
customer, but it is more trouble than 
it is worth to do this with all items, so 
the general practice, I believe, is to ab- 
sorb. Unfortunately, this dribbling 
source of loss tends to increase rather 
than decrease, as membership in the 
Federal Reserve is hardly on the up- 
grade. 

And now, having arrived at the con- 
clusion that the Mainville Products 
Company account represents a loss of 
$17 what is the Mainville National 
Bank going to do about it? Here we 
run up against the theory mentioned at 
the beginning of this article. The bank 
cannot afford to lose the business. By 
all means it should try to get, the bal- 
ances raised; cards should be placed on 
the table, and if the Products people 
are reasonable they will see the justice 
of the bank’s case. But bear in mind 


that if the bank had been under the im- 
pression that the account was a profit- 


able one, it is certain that the Products 
people had no doubts on the point. 
They probably felt that the respectable 
balances they kept were a mark of 
friendship on their part; no doubt they 
felt that they were being pretty decent, 
and that most certainly they weren't 
in the class of accounts that the banks 
are getting after these days for keeping 
incommensurate balances. The whole 
situation must be tackled diplomatically, 
bearing in mind that the last thing the 
bank wants is to have the Products 
people walk up the street. 

Before going into a brief discussion 
of the small personal account, a few 
words on the applicability of this form 
and the work involved in its prepara- 
tion. 


ONLY NECESSARY TO ANALYZE BORDER- 
LINE ACCOUNTS 


The great majority, perhaps, of our 
larger accounts (say $3000 and up) are 
obviously profitable. Inspection will 
disclose that, while ten or twelve checks 
a day does not seem many, in practice 
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there are not a great number of cus 
tomers who issue to this extent. And 
even those who do check rather freely 
probably deposit fewer and larger cash 
items. So it is quite unnecessary to 
analyze many of the larger accounts; 
only the border-line ones, like the Main- 
ville Products Company. It is of only 
academic interest to us to know how 
much profit we are making from an 
account, so long as we know we are 
making a profit. The only time it is 
advisable to take out this analysis in 
the undoubtedly profitable account is 
when an application for a rather large 
loan is received. The fear of losing a 
really profitable connection will nat- 
urally affect our attitude to a request 
for loans. 

As for the work involved, the main 
item is the afloat statistics. By con- 
centrating on one month it is easy to 
fit this into periods when the staff situa- 
tion is “easy.” Vacation months can be 
avoided altogether. As to the me 
chanics, the work (the afloat statistics) 
should be performed by the teller or, if 
an internal clearing department is op- 
erated, by one of the clerks in that de- 
partment, before the deposits are broken 
up. The work is not as formidable as 
it looks, particularly if the depositors 
have been educated to segregate the 
items on their deposit tickets into the 
various categories: cash, checks on us, 
other local checks, and outside. items. 
And, incidentally, it is not necessary to 
analyze an account every year. Having 
ascertained its activity, the balances 
alone are a sufficient gauge for two or 
three years’ comparison. 

Coming to the really small account 
(which is not always a personal ac- 
count, by the way) I might say that it 
is the easiest thing in the world to 
analyze. All you have to do is to look 
at it and straightaway you realize that 
you are losing money. That is all the 
analysis you need. But should you 
doubt it, let me present this: 

In the average smallish bank in the 
United States, say a bank employing, 
for its checking department, two tellers, 
a statement clerk, three bookkeepers 
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and two transit clerks, at a total salary 
expense of $11,000 a year, I dare swear 
that out of a total of, say, fifteen hun- 
dred accounts nine hundred, or three- 
fifths, average under $200. If you 
doubt it look to your balance sheets in 
your current account department. If 
three-fifths of the balances are under 
$200, totaling and averaging them 
would probably disclose an individual 
average somewhere not far from $100. 
Let us assume that 75 per cent. of their 
total value may be lent, although it is 
an absurdly high figure, as the smaller 
the account, the more active it is. On 
this basis we arrive at the following: 


900 times 75% of $100 at 6%* ... 
Service charges on 450 accounts at 
$12 per year 


$4,050 


$9,450 


Three-fifths of salaries, $11,000 ... 

Stationery (rough estimate) 

Mechanical equipment (rough esti- 
mate) 

Proportion of rent, light, insurance, 
officers’ salaries, etc. 


$6,600 


*The maximum possible value. 


Like the most famous work of Franz 
Shubert, it is an unfinished symphony, 
but it seems a safe assumption that the 
total costs exceed $9450. 

Again, what are we going to do 
about it? 

Note that I am not arguing in favor 
of the service charge. I am assuming 
it. It is so absolutely necessary that dis- 
cussion is unnecessary. The only point 
seems to be the setting of the minimum 
balance required, or rather the mini- 
mum average balance. I have set it at 
$100. (I believe a very small propor- 
tion of our banks is charging on a 
higher basis) and I have assumed $1 
rather than 50 cents. In the smaller 
country banks where the fifty-cent rate 
applies, presumably the cost ratio is 
ilso reduced. 

It might be contended, granted that 
three-fifths of the accounts are under 
5200, that it does not follow that they 
irry three-fifths of the work, because 
' the smaller number of entries. That 
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is, to some extent, true; but in my view 
this factor is offset by the greater care 
which must be exercised in the handling 
of the small accounts in order to avoid 
losss. The N. S. F. nuisance applies 
only to the three-fifths. So does the 
“uncollected funds” worry, to a large 
extent. 

Well, what are we going to do 
about it? 

There are three courses open. First, 
raise the minimum balance requirement 
or the service charge, or both. Second, 
throw the accounts out. And third, to 
do nothing. 

And, in the main, I fear that the 
laissez aller policy will prevail. 

Because we cannot throw them out. 
Our organizations have been built up to 
take care of them. To advocate the 
reduction, by say 50 per cent. of the 
checking accounts in the country is as 
futile and un-American as to suggest 
the scrapping of half of our motor cars. 
And just think of the deck hands and 
stokers who would be thrown out of 
employment! 

We might raise more money in serv- 
ice charges. Certainly the dollar charge 
is justified and should go into general 
use, in every city bank at least. But 
the trouble is, right now many a small 
depositor, not questioning the justice of 
the bank’s charges, is asking himself 
whether he can afford to pay $12 a 
year for the privilege of carrying a 
check book. The discreet individual is 
hastening to entrench himself into the 
tax-free $110 class. And that is a 
problem to which we shall have to give 
some attention. On the whole, it seems 
that the service charge must be still 
further extended. 

At least I can see no other remedy. 
Can you? 


SMALL CURRENCY FOR JAPAN 


JAPAN is following the example of the United 
States and is issuing new smaller size paper 
money, according to a recent report from 
that country. About 900,000,000 yen worth 
of new notes of the Bank of Japan, the of- 
ficial bank of issue, will soon appear in 
circulation. They will be approximately the 
same size as the new American greenbacks. 





Incentives for Executives 


HAT the mergers which are so 
prevalent today are detrimental to 
the effectiveness of the important 
men in the merged companies and that 
drastic steps must be taken to overcome 
this disadvantage, was brought out by 
J. P. Jordan, member of the firm of 
Stevenson, Harrison & Jordan, in an 
address delivered before the annual 
spring convention of the American 
Management Association last month in 
New York City. 

Mr. Jordan took the position that 
as companies increase in size, either 
through natural growth, absorbing other 
companies, or being absorbed by other 
companies, the men who were big fishes 
in little puddles become little fishes in 
big puddles, with the result that they 
lose the sense of responsibility originally 
felt. They become, therefore, less effi- 
cient as producers. 

“It is very doubtful,” Mr. Jordan 
said, “if the majority of men in execu- 
tive or semi-executive positions render 
as much as a 50 per cent. yield of 
their possible effectiveness. Any honest 
analysis made by anyone of the actual 
use of his time would probably prove 
this fact.” 

These statements were used by Mr. 
Jordan as the background for the argu- 
ment that every executive and key man 
should be made a participant in a plan 
whereby he would receive extra re- 
muneration for producing results better 
than normal. The purpose of such a 
plan would be to furnish to key men 
a stimulation for greater interest and 
effort to offset the slippage of effort 
previously mentioned. 

Mr. Jordan expressed disapproval of 
paying extra remuneration or bonuses 
in the form of stock or by any other 
method which involves a paternalistic 
attitude on the part of the company. 
He maintained that when any man 
devotes himself to super-effort in order 
to produce results he is entitled to his 
bonus earnings in cash, to spend or 
invest as he pleases. 
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“Strictly profit-sharing plans do not 
furnish an adequate incentive to any- 
one below the line of chief executives,” 
Mr. Jordan went on to say. “That is, 
the superintendent of a manufacturing 
department should not be subjected to 
penalties which are due to poor results 
from other departments when he saves 
money in his own department. All 
incentive plans should be so arranged 
that bonuses are made or lost according 
to the results accomplished in the opera- 
tions directly under the supervision of 
each key man.” 

Mr. Jordan also expressed disapproval 
of the old secretiveness regarding salaries 
and bonus distribution. “There always 
arises the thought that someone is 
ashamed of something when salaries are 
kept secret,” Mr. Jordan said. “There 
should and must be a valid reason for 
the amount of salary or bonus paid each 
individual. If this is true there should 
be no need for secrecy. The real truth 
might better be known in regard to 
salaries and bonuses than to permit the 
usual rumors and guesses to prevail 
with the liability of serious results.” 

Mr. Jordan concluded by drawing a 
picture of the return of key men to a 
state of proprietorship by putting them 
on a basis whereby their bonuses would 
depend upon the results produced. 

“To make profits greater than normal, 
a super-effort is necessary,” Mr. Jordan 
said. “Super-effort must be induced by 
super-treatment for the key men in- 
volved—and why not? War medals are 
awarded for performance beyond that 
normally expected of a soldier. So it 
is with incentives. A salary should be 
paid giving adequate return for normal 
service and normal results. 

“Then, when these normal results are 
exceeded, every key man and executive 
should automatically—not paternalisti- 
cally—receive his reward. Such pro- 
cedure intensifies responsibility, stimu- 
lates effort, makes big men bigger and 
rolls up a net profit which otherwise 
wou'd be unknown.” 





How About the Bond Market? 


Are Banks Again Waiting for the Bond Market to Rise Before 
They Enter? 


By J. Harvie WILKINSON, JR. 
Investment Department, State-Planters Bank and Trust Company, Richmond, Va. 


vitality in the bond market has 
brought about a questioning at- 
titude on the part of many people. 
Without adopting the role of prophet 
or seer one can set forth the various 
factors involved and after careful 
weighing draw his own conclusions. 
One fundamental factor affecting 
bond prices, which has been brought 
most forcibly to the attention of inves- 
tors, has been the decline in commodity 
prices. From 1926 there was a gradual 
fall until the summer of 1929, but even 
then the level reached during the up- 
turn did not approach that at the be- 
ginning of 1926. Since the middle of 
1929 there has been a very drastic fall 
in commodity prices and, moreover, 
this decline has been world wide. Even 
granting that some recovery will take 
place upon a revival of business it is 
important to give consideration to the 
outstanding fact that the purchasing 
power of the dollar is gradually increas- 
ing. However, one must remember that 
the effect of this decline on bond prices, 
even though extremely powerful, is 
gradual and is not of paramount impor- 
tance in shaping the course of the mar- 
ket over a relatively short period. 
Another aspect of declining com- 
modity prices is its effect on earning 
power. Continued decline means nar- 
rowing of profit margins for many 
industrial corporations. Unless a re- 
-overy occurs the progress toward an 
increase in business will be slow indeed. 
Business is depressed in many countries 
ind accordingly one cannot read solely 
the domestic signs if sound conclusions 
to be reached. Undoubtedly trade 
going to recover; the rate of recovery 
the crux of the situation. Corpora- 


Te lack of current strength and 


tion profits determine stock prices over 
any considerable period of time, and 
the stock and bond markets must be 
viewed together. 

Credit conditions are another potent 
determinant of price levels for fixed 
income-bearing securities. Currently 
money rates are low, but this pro- 
nounced ease will naturally tend to 
focus one’s attention upon its duration. 
Since the first of the year net additions 
to our gold stock have amounted to ap- 
proximately $183,000,000. There has 
also been considerable release of credit 
as a result of depressed business condi- 
tions. It must be noted that low money 
rates are practically world wide and 
this should be contrasted with previous 
periods when easy money in one section 
had a tendency to be offset by tighten- 
ing of credit elsewhere. 


MONEY RATES AND BANK EARNINGS 


This easing in money rates is placing 
banks in a difficult position with re- 
gard to their earnings and in view of 
the better yield to be obtained in the 
bond market they have been, and are, 
quite naturally, viewing its prospects 
with considerable interest. Net demand 
deposits of the weekly reporting mem- 
ber banks on April 24, 1929, were 
$12,977,000,000. Time deposits as of 
the same date were $6,775,000,000. As 
of April 30, 1930, net demand deposits 
were $13,581,000,000 and time de- 
posits were $7,055,000,000. With call 
money ranging around 3 per cent, 
bankers’ acceptances below 3 per cent. 
and commercial paper at 33% per cent., 
there is natural anxiety concerning 
earning power for gradually increasing 
deposits. 
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The Dow, Jones & Company average 
for forty bonds is now 1.19 points be- 
low the 1929 high and 4.35 points be- 
low the peak of 1928. The rise from 
the 1929 low point has been 3.37 
points. Consequently on the basis of 
past experience bond prices still have 
a considerable distance to go before at- 
taining previous prices. Whether they 
will reach the 1928 averages is a mat- 
ter on which there is considerable dif- 
ference of opinion. 

The rapidity of the decline in inter- 
est rates from the high level of last 
fall has possibly caused skepticism on 
the part of the banks and attendant 
hesitancy to enter the bond market. It 
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that many individuals have withdrawn 
from the bond market in favor of 
equity issues has naturally taken some 
vitality from the former mart. Here, 
it is interesting to note, there can be 
found those who believe that when the 
small individual has healed his burns 
from the October conflagration he will 
return to the bond market rather than 
the stock market. Only the crystal ball 
and the future can answer the question. 

The factors which would cause de- 
clining bond prices are numerous and 
whereas some of them are far from be- 
ing effective now their very eistence 
necessitates watchfulness, for sometimes 
one comes into play and sometimes an- 


“It is a lamentable thing that in the past banks have 
delayed their entrance into the bond market until it has had 


a substantial rise. 


Moreover, many banks did not liquidate 


their bond accounts until prices had substantially declined and 
a large portion of them used these depressed bond accounts 
for borrowing purposes from corresponding institutions. Are 
the banks again waiting for the bond market to rise before 


they enter?” 


is a lamentable thing that in the past 
the banks have delayed their entrance 
into the bond market until it has had 
a substantial rise. Moreover, many 
banks have not liquidated their bond 
accounts until prices had substantially 
declined and a large portion of them 
used these depressed bond accounts for 
borrowing purposes from corresponding 
institutions. Are the banks again wait- 
ing for the bond market to rise before 
they enter? 

The large volume of financing during 
the first three months of this year has 
enabled institutional buyers to obtain 
large blocks of bonds at a fixed price 
without the necessity of going into the 
open market. Again, the fear that the 
stock market will continue to occupy 
the center of the financial stage and 
divert still further the public’s interest 
from the bond market has imparted still 
more skepticism. In addition, the fact 


other. Loss of gold is not imminent as 
exchange rates are currently more in 
favor of importations than exportations. 


FEDERAL RESERVE POLICY 


There are no signs of a reversal of 
the Federal Reserve policy. In October, 
1929, the Federal Reserve System held 
Government securities amounting to 
$145,800,000. As of April 30 such 
holdings totaled $529,509,000. In May, 
1927, holdings of Government securities 
by the Federal Reserve amounted to 
$316,300,000. In December, 1927, such 
holdings aggregated $604,200,000. In 
April, 1924, the Federal Reserve hold- 
ings were $182,100,000 and in Decem- 
ber of that year $574,900,000. From 
these figures it can be observed that 
good bond markets have been preceded 
by Federal Reserve buying of Govern’ 
ment bonds. Their holdings now are 
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not as large as they have: been on pre- 
vious occasions. A liquidation of these 
Government bonds seems to indicate a 
different attitude on the part of the 
Federal Reserve authorities toward the 
money market. 

A marked increase in credit require: 
ments for business would naturally 
make the banks less inclined to buy 
bonds, for the prime obligation of a 
commercial bank is to its customers. 
Periods of business depression do not 
last for ever, but the rate of the recov- 
ery from the current depression will 
dictate the degree to which credit will 
be required. In drawing comparisons 
one must recall that business during the 


level at which so-called investment com- 
mon stocks may sell. If, also, it is true 
that the individual is definitely wedded 
to the stock market one must constantly 
bear in mind the danger of the bond 
market’s suffering through disuse. 
Convertible bonds will, under these 
circumstances, offer greater attraction as 
time goes on and when these can be 
purchased on a basis where one does 
not pay extravagantly for the call on 
the stock, banks will undoubtedly find 
them satisfactory commitments. 
Admittedly, the current situation is 
complex as regards the movement of the 
security markets. The fundamentals do 
favor rising bond prices, but one must 








“If it is true that the individual investor is definitely 
wedded to the stock market one must constantly bear in mind 
the danger of the bond market’s suffering through disuse. 


Convertible bonds will, 


under these circumstances, 


offer 


greater attraction as time goes on and when these can be pur- 
chased on a basis where one does not pay extravagantly for 
the call on the stock banks will undoubtedly find them satis- 


factory commitments.” 








first half of 1929 was about the best 
this country has ever witnessed. 

A continuation of a flood of new 
issues would of course restrict price ad- 
vances. It is not illogical that the major 
portion of the high-grade domestic fi- 
nancing has passed. Undoubtedly, there 
are foreign bonds yet to come in good 
volume if Europe and South America 
are to be aided. Moreover, as a bond 
market gathers strength there always 
come out issues which would not make 
their appearance when people were giv- 
ing much attention to security and were 
strict in their requirements. Institu- 
tional, bank and insurance buying is 
onfined, however, largely to high-grade 
securities, 

Many believe that the action of the 
tock market since the crash last fall has 
‘emonstrated that to a certain extent 
ve are in a new era as regards the price 


constantly allow for the interplay of 
new factors and indications of changing 
conditions must be observed more 
closely. A policy which consisted 
largely of purchasing high-grade, long- 
term securities should be offset by 
bonds maturing within three years and 
by convertible issues of those companies 
which would not suffer unduly through 
gradually declining commodity prices and 
through periods of business adversity. 
The attitude of the Reserve authorities 
can be used as an accurate guide as to 
their feelings on the money market. A 
period of continued ease in credit will 
force banks into the bond market as it 
has done in the past. There is not a 
strong likelihood of tightening money 
this summer, although the fall may 
bring different factors into existence. 
For institutions there is always the ne- 
cessity for close observation of the 
weather vanes. 











HAT the fixed trust as a popular 
form of investment may equal in 
1930 the development enjoyed in 
1929 by management trusts, is the belief 
of Samuel W. White, president of the 
National Republic Company, invest- 
ment afhliate of the National Bank of 
the Republic, one of the oldest and 
largest banks in Chicago. 

“There is a rather interesting paral- 
lel,” says Mr. White, “between the 
situation in the early part of 1930 with 
reference to fixed trusts and that which 
existed in the early part of 1929 with 
regard to management trusts. 

“In the spring of 1929 a few hundred 
million dollars in securities of manage- 
ment trusts had been offered, but the 
volume did not then reflect the wide- 
spread interest in the new development. 
Bankers and investment men everywhere 
were talking about the matter, and the 
most important financial houses were 
working on the formation of the man- 
agement trusts. 

“Then came the greatest development 
ever witnessed in a new type of invest- 
ment security. In April of 1929 a 
hundred million dollars in management 
trusts were offered; in May, one hun- 
dred and ninety-five million. By August 
the total had risen to three hundred and 
seventy-two million; and in September 
nearly a half billion in management trust 
securities were placed on the market. 

“In view of the present widespread 
interest in the fixed trust idea, it is per- 
haps not impossible that a similar devel- 
opment in that field may be starting. 

“An indication of this is found in 
the fact that Standard American Trust 
Shares, the new fixed trust being dis- 
tributed by the company with which I 
am associated and Lawrence Stern and 
Company, is being well received by the 
investing public and by security dealers 
throughout the country. It will be 
remembered that the big development 
in management trusts came after the 
large national houses and big metro- 
politan banks became interested; and 
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Fixed Trusts to Gain in Popularity 


we feel that the same course may very 
possibly be followed in the development 
of fixed trusts this year. 

“The fixed trust is, essentially, a 
simple device for putting within the 
reach of every one—conveniently—the 
opportunity to buy the shares of the 
nation’s big corporations. Accordingly, 
it seems an investment particularly 
adapted to the temperament of forward- 
looking American investors. 

“It has been suggested that the issu- 
ance of hundreds of millions of dollars 
of these trust shares may serve to remove 
from the market an undue proportion 
of the leading popular common stocks, 
such as United States Steel, General 
Electric, American Telephone,  etc., 
which are included in the portfolios 
of many fixed trusts. However, an 
analysis of this situation shows that the 
twenty-five or thirty stocks most fre- 
quently included have a market value of 
about thirty billion dollars. Therefore, 
fixed trusts will have to equal last 
year’s record of a billion and a half in 
management trusts during the next few 
months before they will have a volume 
equal to as much as 5 per cent. of the 
market value of these stocks. This 
situation, therefore, can hardly be con- 
sidered alarming. 

“The common stocks of the nation’s 
leading corporations, if selected with 
sufficient emphasis on _ diversification, 
should give the investor such a cross’ 
section of American business as to 
constitute an automatic participation in 
the country’s growth. This, I think, 
explains the wide appeal to investors 
of this type of security.” 


SOME BILLS GROW OLD GRACE- 
FULLY 


The average life of a bank note is sup’ 
posed to be something like one year. So it 
was with a god deal of surprise that a teller 
at Crocker National Bank, Turners Falls, 
Mass., recently had passed to him by a 
patron a $5 bill bearing the date, November 
5, 1872. 

Though nearly 58 years old, the bill was 
in good cendition. 











The Importance of Better Lighting 


Modern Banking Efficiency Demands a More Intelligent Applica- 
tion of Natural and Artificial Light 


By JOHN WALKER HARRINGTON 


beams only (as far as the weather 

man was willing) are faced with 
the problem of more and better man- 
made light. Institutions which once did 
business in the polite hours from nine 
to three are open after dark. Branch 
banking means that at least some of the 
numerous divisional offices must serve 
customers in the evening and perhaps 
up to midnight. Times have changed 
since the financial world was startled 
by the opening of the first “Night and 
Day Bank.” One of the sights of the 


Bie which once burned sun- 


, occupation is done. 


“Great White Way” in New York 
City, for instance, is a unit of “Old 
Bullion” sitting for the receipt of cus- 
tom in a moving and talking picture 
theater building. It is waiting up for 
Broadwayites who get up about the 
time that old-time banks were putting 
up their shutters. Even institutions 
which hold fast to the traditional 
“bankers’ hours,” symbol to the un- 
initiated of a leisurely and genteel life, 
illuminate their interiors after the day’s 
They may even 
flood their fronts with the artificial rays 
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Public space of the Continental Illinois Bank & Trust Company, Chicago, showing 


typical direct-indirect illumination. 


The complete installation consists of 174 lumi- 
naires or hanging fixtures of bronze and glass. 


The principal illumination is in- 


direct, being sent upward to the ceiling by reflectors concealed in bowls and from 


there reflected. 


A slight direct illumination comes from smaller lamps, shining 
through the bottom of bowls. 


Note absence of shadows. 
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Skylights admit sunlight when the weather is favorable and also mask installations 
of electric lamps. The pendant fixtures are auxiliary, as height of room permits 
their use. This characteristic skylight lighting is 


installed in the New England 
National Bank, Kansas City, Mo. 
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Intensive illumination from lamps with reflectors 


the top of the counterscreen. 


(Bankray) concealed in boxes at 
Bank of New 
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This effective “deal plate” lighting is used in the 
York & Trust Company, New York. 
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after sunset for advertising purposes 
and burn their beacons over the chutes 
to the night depositories. 

All this is good news enough to pub- 
lic utilities, but it puts upon every bank 
a problem. Lamplight is always rated 
a costly commodity. It may be used in 
effective quantities and yet with econ- 
omy. Thomas A. Edison, inventor of 
the incandescent filament, recognizes 
this, for in his laboratory even in these 
days of “Golden Jubilees” there hang 
many signs which read: 


Turn off the juice 
When not in use. 


WASTEFUL USE OF LIGHT 


Many businesses use light wastefully 
and unskillfully and banking is no ex- 
ception. It is one of the chief sinners. 
It burns light in the wrong places and 
even employs it to mar the effect of 
high class architecture and artistic deco- 
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rations. Happily, these days of the 
prodigal are passing, thanks to the new 
alliance between architects and illumi- 
nating engineers. Once the bank was 
at the mercy of electricians or bungling 
gas fixture dealers. It was not unusual 
for it to wait until its new building 
was almost finished before it gave any 
serious thought as to wherewith it 
should be lighted. 

It is a popular error that all an il- 
luminating engineer does is to tell his 
client where to put up electric or gas 
fixtures. As a matter of fact, he recog- 
nizes that daylight is just as important, 
if not more so, than is the beam from 
the dynamo or the retort. Any bank 
scheme of illumination should provide 
for utilizing as much of the solar or 
natural light as possible, either plain 
and simple of itself, or blended with 
artificial lighting. High wattage and big 
bills are no guarantees either of efh- 
ciency or beauty. 

The bank, probably more than any 


Ideal “working plane” lighting is shown in this simple but effective indirect system 


designed to give i vision for a large force of office workers at tables. 
Samuel Ungerleider & Co., bankers, New York City. 


space o 


Working 
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Effective and dignified publicity is obtained by many banks by illuminating the 


outsides of their buildings at night. 


This typical installation is that of the Fidelity 


Industrial Bank & Finance Corporation, New Britain, Conn. 


other place, requires a wide range of 


light intensity. It needs in some spots 
the brightest illumination; in others 
dimmed or mellowed rays; in places 
only temporary lighting. The heaviest 
amount is required at the deal plates of 
the tellers. There can be no economy 
there. Men who take in and pass out 
money and scrutinize signatures and do 
their work often under pressure must 
have the best illumination _ possible. 
They have not only to concentrate on 
what is within reach of their hands, 
but also must have a clear, shadowless 
light on the faces of all persons who 
present themselves at wicket or counter. 
They must recognize familiar features 
and sense quickly who is friend or foe. 
Illuminating engineers measure the in- 
tensity of light on a surface in terms 
of foot-candles. I shall not burden the 
reader with the technical definition, but 
use foot-candles for giving a relative 
idea of light values. 

To the teller the illuminating experts 


usually assign from twelve to fifteen 
foot-candles just as they would to a 
watch-maker or an engraver or an in’ 
spector in a factory whose work is to 
pass on the quality of very fine and 
delicate merchandise, or to a cutter in 
a clothing manufactory, using his elec- 
tric knife on many thickness of fabric 
at once, or to a surgeon whose “work- 
ing plane” is the operation table. Those 
of the occupations mentioned must have 
light minus glare and shadows. Errors 
due to faulty vision mean heavy loss, 
perhaps injury or even death. Never 
stint the teller in light. The best prac- 
tice also assigns fifteen foot-candles to 
bcokkeepers, accountants, machine op- 
erators. In the lobby or public space 
from six to ten foot-candles are indi- 
cated, plus local illumination over check 
desks. The officers’ space can do with 
ten foot-candles, with desk lamp fix 
tures, if necessary. Five is an average 
figure for reception rooms, bank and 
safety deposit vaults and filing quarters. 











THE BANKERS MAGAZINE 


—— >; 
a! 
— 

a sume 


1 ' 


aha 


d a oon Hemene® HH 


A pleasing modernistic lighting effect is obtained in the 41st street office of the 
Equitable Trust Company of New York City with light sources masked by box-like 


fixtures in ceiling and wali brackets. 


Note the skilful blending of sunlight with 


artificial illumination. 


One of the most effective installa- 
tions the writer has seen recently ap- 
pears in the newly opened branch office 
of the Chatham Phenix National Bank 
& Trust Company at Seventh avenue 
and 39th street, New York City. It is 
in a brand new, modernistic skyscraper 
built on the site of the structure once 
occupied by the Pictorial Review, where 
the branch had its: original quarters 
The new room includes in its scheme 
daylight, and plenty of it, plus artificial 
light, and the combination of that with 
the natural source of the sun. The 
tellers have their backs to the solar rays 
which stream in from the tall side win- 
dows. Light also comes from troughs 
concealed in the cornices of the cages 
for their entire length. Besides this, 
there is a light box over each deal plate. 
At any hour, the tellers are masters of 
every ray they need for their exacting 
and accurate tasks. The officers’ space 
receives normal lighting from the 
Seventh avenue windows, supplemented 





by hanging fixtures and luminaires, if 
the sky darkens, and also by desk 
lamps, if required. 

Several luminaires, or hanging fix- 
tures, but not the full complement are 
used in the public space in the day 
time, as the sky conditions indicate. 
In the safety deposit vaults extra light- 
ing is provided for tables, and under- 
neath these tables a small extra light 
can be turned on at any time for the 
benefit of clients who may by accident 
drop a paper on the floor. 

A most skilful combination of natural 
and artificial lighting may be seen al- 
most across the street at the lately 
established 41st street office of the 
Equitable Trust Company, an organiza- 
tion now being absorbed by the Chase 
National Bank. The diffused light from 
the square, modernistic light sources in 
the ceiling meets the solar radiance at 
many points. The illuminating expert 
has done his work so well that the eye 
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cannot detect where nature leaves off 
and art begins. 

The American Trust Company has 
just moved into quarters in a recently 
completed building at Madison avenue 
and 41st street, New York City. There 
is excellent natural lighting from the 
side street windows and by day little 
artificial illumination is required. The 
tellers, however, have powerful lamps 
on their deal plates, which are hidden 
by a ledge. 


IMPORTANCE OF USING NATURAL LIGHT 


Banking rooms where no § artificial 
light whatever is required are rare. 
For all that, until recently the impor- 
tance of the great solar source has been 
greatly ignored. Windows which could 
give excellent light by day are often 
largely obscured by heavy and stuffy 
side curtains, or poorly constructed 
blinds and shades. Much good daylight 
is also wasted by being absorbed by all 
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too dark cabinet trim and decorations, 
as is also the case with artificial light- 
ing, as will be shown later. The con- 
ventional method of hanging a window 
shade is to put the roller at the top of 
the frame. The most valuable rays 
from a window come from the upper 
sash, as they penetrate deeply into the 
interior of a room. When a shade is 
pulled down from the top the sunlight 
may be almost blocked out, unless it is 
made of some translucent or lightly 
tinted material. If the roller were 
placed at the bottom of the window 
or, better still, if a second roller were 
used at the middle, a complete control 
of the precious daylight which costs 
nothing could be obtained. There are 
also contrivances by which a single 
roller can be shifted up and down into 
almost any position. Sash curtains of 


fabrics which permit the light to pass 
are of much practical utility. A pro 
fessor of the University of Michigan, 


The old type fixture and spotty arrangement produced a tomb-like atmosphere 

and confusing shadows. Here is shown the main banking room of the First 

National Bank of Chicago as it was before illuminating engineers completely re- 

vised installation, giving that institution one of the most attractive interiors in 
the United States. 
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who has devoted years of research to 
this subject, says that the human race 
is more or less a slave to the traditions 
of shade hanging. Illuminating en- 
gineers, however, are making consider- 
able progress in freeing the popular 
mind from its bondage. Some light 
from the tops of windows is vitally 
necessary if one is to take advantage 
of the reflection which can be obtained 
from walls and ceilings. 


INTERIOR FINISH TO REFLECT LIGHT 


The trend in artificial illumination 
fixtures has been for years toward get- 
ting the interiors themselves, especially 
ceilings, to aid in getting all the light 
possible for the money. Color and tone 
are highly important. Banks until re- 
cent years were inclined to the dark 
and the monumental in all their paint- 
ing and decoration. The old-time bank 
building was a modified Greek temple, 
with light-destroying columns in front 
and grimey windows, and rich red or 
brown woods, all light absorbers. The 
close, dim inside of the Bank of Eng- 
land was typical. Even “The Old Lady 
of Threadneedle Street,” however, is 
being remodeled and is “going modern” 
and has taken unto herself more light. 
As has been shown by tests with deli- 
cate instruments, a dark wainscoting 
will reflect only about 12 per cent. of 
the light falling upon it. A dull white 
ceiling will give back 82 per cent., and 
a light tan almost as much. A light 
green wall tint reflects 62 per cent. and 
becomes most effective when combined 
with an almost white ceiling. A glossy 
pure white would give back nearly 100 
per cent. of light, but it would also 
create a glare as unpleasant as that 
which may come from the glistening 
tiled walls of a popular lunch room. A 
large amount of light is not necessary 
or desirable in rooms not constantly 
used for intensive work. The formal 
directors’ council chamber, for instance, 
can well be furnished in dark woods, 
but have a ceiling of cream or some 
such tint which would send back a 
warm, diffused light to the conference 


we <_< ena 
table. Certainly no better arrangement 


for a working space could be made 
than light tan or green walls, with a 
more or less white ceiling. For a 
woman’s reception room dark colors 
and shaded electric lamps may be em- 
ployed, as most of the fairer sex are 
constitutionally opposed to bright lights 
or aggressive sunshine. 

This making the top and the sides of 


REFLECTION Factors FOR LIGHT 
FROM ELectric (Mazpa) Lamps 


Finish Per cent. 
Ceiling tints reflection 

White—flat 

White—egg shell 

White—gloss 

Ivory white 

Cream 

Silver gray 
Side wall tints 

Ivory tan 


Light gray 
French gray 
Light green 
Medium green 
Light blue 
Medium blue 


* Dado paints 
Gray gloss 
Olive green gloss 
Dark brown gloss 


Natural finishes 
Natural brick 


the room allies of lighting appliances 
has made many changes in the illumina- 
tion art, and produced a wide variety 
of installations. The light sources are 
either frankly visible or more or less 
concealed. The hanging fixtures, or 
luminaires, always in evidence, are of 
three types: direct, indirect or semi- 
direct. The direct is the lineal descen- 
dant of the chandelier and sends its 
beams directly downward to the floor 
or the desks of the working plane, often 
abetted by an opaque shade, or a metal 
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New Enctanp’s LarGest Corporate Fipuctary 


A great institution wow concen- 
trates in Fiduciary and Corpo- 
rate Agency Fields 


THE TREND in modern business is toward concen- 
tration of effort. Strengthened by the addition of 
the Trust Department of The First National Bank 
of Boston, Old Colony Trust Company now turns 
its principal attention to Fiduciary and Corporate 


Agency fields. 


Administering under Individual Trusts $ 
and Executorships .« » « «+ +" 325,000,000 


* 


Administering underAgencyAccounts $ 8 50,000,000 


OLD COLONY 


Trust CoMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 


Affiliated with Tue First Nationat Bank of Boston 
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cone. It was in vogue in those old 
days when bank tellers and bookkeepers 
sat on high stools, with green shades 
over their eyes and tried to make the 
best of their lot. The indirect lumi- 
naire is a bowl of metal or porcelain, 
non-ray conducting and equipped inside 
with powerful reflectors which send its 
light up to the ceiling, to be cast back 
on the working plane. The semi-direct or 
direct-indirect is of translucent material, 
so that it can project the rays upward 
to the ceiling and also have some for 
the downward reach. Certain fixtures 
have auxiliary direct lights, although 
in the main showing indirect lighting 
in principle. There are frosted and 
dimmed globes, which diffuse light in 
all directions. Whatever kind of fix- 
tures may be indicated, the era of the 
naked light is regarded as barbaric. 


WHAT FIXTURES TO CHOOSE 


The choice of fixtures depends upon 
the size and height of rooms, the color 
of the walls and the tone of decora- 
tions. 


Each bank has its own special 
problem, especially in the installation 
of lighting for its public room or lobby, 
where the whole scheme must be as im- 
pressive and welcoming to clients as 


possible. Absolute utility can rule the 
working space and other parts of the 
institution to which the patrons are not 
admitted. 

In the small bank, with a rather low 
ceiling, a luminaire with a long chain, 
for example, would be greatly out of 
place. That fixture is adapted to spac- 
ious interiors, such as a temple or 
mosque-like structure would furnish. 
For the low-ceiled room light cast up- 
ward from boxes on the top of cornices 
of counter screens would be indicated. 
If there are no screens, side wall 
brackets or boxes combined with cove 
lighting from cornices close to the ceil- 
ing could be employed to advantage. 
Concealed lighting systems are excel- 
lent, also, for public lobbies or spaces in 
hanks of irregular shape. 

Small bank rooms may also make use 
of skylight effects. If the building is 
so constructed that the public space 


can have an actual skylight for the ad- 
mission of sun rays, all the better. If 
not an imitation syklight, really a glass 
ceiling, can be employed. Beyond and 
above the glass panels, even when they 
serve to admit daylight also, may be 
masked a series of lights and reflectors. 
The globes themselves should be rather 
small and also numerous, and well 
flanked by reflectors, so as to hide the 
sharp points of radiance and make the 
glass panels give a diffused effect. Very 
often, however, large banks with lofty 
ceiling have skylights, combined with 
elaborate pendant luminaires. There 
are also ingenious bracket fixtures which 
serve to give general illumination and 
also bring out the beauties of mural 
paintings, as may be seen in several im- 
portant institutions on the Pacific Coast. 

In the First National Bank, of Chi- 
cago, which once had a rather subdued 
religious light in its interior, old fix- 
tures were supplanted by artistic bronze 
bracket urns. The intensity of light is 
now several times what it was. Banks 
which have costly mural paintings and 
mosaics and frescoed domes or deeply 
coffered ceilings are now employing 
original installations to bring out the 
qualities of these works of art. Often 
pedestal fixtures are placed on the floor, 
disguised as furniture, especially to ac- 
centuate the effects of the decorations. 
The illumination for utilitarian pur- 
poses comes from other sources. The 
decorations cannot give back much 
light, but they serve their mission in 
giving charm and dignity to the interior. 

Banks are now requiring light for 
display windows, as visual advertising 
is on the increase. Facades are also 
flood-lighted, either in plain light, or 
with varying colors imparted by the 
changing of screens and filters. This 
method of outside illumination is pre- 
ferred by many institutions to electrical 
signs, as it uses the outlines of a well 
designed building as well as the name 
of the bank. 

In all its activities, therefore, the 
bank of today may avail itself of the 
advance of illumination and change its 
old lamps for new. 





Serving Providence and the 


State of Rhode Island 


THE main office (shown above) and 
the fourteen branch offices of Indus- 
trial Trust Company give effective 
banking service to Providence and 


the State of Rhode Island. 


Our state-wide service is of prime 
value to all who have banking or 
business dealings with the busy South- 
ern New England territory. 


Correspondence Invited 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member Federal Reserve System 
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Insurance on Business Earnings 


Bankers Should Protect Their Credits by Insurance Against 
Business Interruptions 


By WILLIAM F. DOOLEY 


Vice-president Continental Insurance Company and Fidelity-Phenix Fire Insurance Com- 
pany of New York 


URING recent years the nature 
D of collateral available to banks 
has changed with the advent into 
the general business world of mass pro- 
duction, light inventories and large 
turnover. The majority of modern busi- 
ness enterprises which seek banking as- 
sistance have credit needs which exceed 
their acceptable tangible assets. In- 
tangible items began to make their ap- 
pearance in balance sheets as presented 
to bankers by prospective borrowers. 
The banker realized that new measures 
of credit were necessary. The two 
items which received the recognition of 
bankers as additional measures of credit 
were character, brains and _ business 
earnings. These were then capitalized. 
In some activities it was found that 
the very life of the business depended 
upon the initiative and energy of one 
or perhaps a few men. So the banker 
capitalized brains and extended credit 
accordingly. These loans were pro- 
tected through the medium of an in- 
surance policy on the lives of the in- 
dividuals with the bank named as bene- 
ficiary. However, this took care of 
only the personal factor. 


AN UNPROTECTED GAP 


There still existed an unprotected 
gap which has been partially but not 


wholly recognized by bankers and 
others who finance modern business en- 
tcrprise. For instance, it was also 
‘ound that the earnings of a business 
which was running smoothly, appar- 
ently without a cloud on its horizon, 
vere subject to partial or total inter- 
‘uption by fire or other casualty. Prob- 


ably the earnings were paying all fixed 
charges and expenses of the business 
and, in addition, providing an attractive 
net profit. Following an interruption, 
production and sales are either dim- 
inished or stopped entirely. Earnings 
are affected accordingly. The insurance 
on the physical property takes care of 
the necessary repairs and replacements, 
but it does not provide for the loss re- 
sulting from the fixed charges and ex- 
penses of the business which must be 
met whether the business is operating 
or not, nor does it provide for the net 
profits which would have been earned 
had no interruption of business oc- 
curred. Credit statistics indicate that 
many prosperous business enterprises 
which are closed down by an unfore- 
seen happening such as fire, are often 
unable to resume operations because of 
the drain upon reserve credit resulting 
from the payment of indispensable fixed 
charges and expenses of business which 
continue even after an interruption, and 
their inability to meet the necessary 
extraordinary expenses consequent upon 
shutdown and incidental to a resump- 
tion of business operations. 


USE AND OCCUPANCY INSURANCE 


To properly protect business against 
loss of earnings by reason of interrup- 
tion by fire or other insurable hazard, 
business earnings insurance or, as it is 
more commonly known, use and oc- 
cupancy insurance, was devised. It is 
a form of insurance contract written by 
all old-line stock fire insurance com- 
panies and operates during a period of 
business interruption following a fire or 
other insurable hazard, as follows: 
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PASS BOOKS AND CHECK BOOKS SHOULD 
REFLECT THE STABILITY OF YOUR SERVICE 


Your banking home was designed to 
create an immediate impression of dignity, 
efficiency, security. You employed the 
finest architect available. You worked out 
every detail with him. Good business psy- 
chology. . . . Are you equally careful in 
planning the pass books and check books 
that represent you? 

Many depositors seldom see the bank 
with which they do business. But they use 
their check books almost every day! In time, 
to the individual, those books become the 
measure of your service. 

The Todd Company has developed a 
luxurious line of pass books and check 
covers that will enhance the prestige of 
any bank. Called Antique Moorish, they 
closely simulate the rich carved leather of 
ancient Moorish craftsmen. They are 
sturdy, flexible and unusually good-look- 
ing. They will endure rough handling in- 
definitely. They are moisture-proof. hen 
embossed in gold with your distinguishing 
emblem, they cost little, if any, more than 
the ordinary product. 


Every style and size of check cover and 
ass book is made in Antique Moorish. 
me of them are illustrated above. But 
black and white cannot suggest their feel 
and quality or the beauty of their varied 
colors. See those things for yourself. The 
coupon will bring you samples and addi- 
tional information. 


The Todd Company. Bankers’ Supply 
Division. Boston, Brooklyn, Rochester, 
Buffalo, Chicago, St. Paul, Des Moines, 
Birmingham, Dallas, Denver, Spokane. 


THE TODD COMPANY, 
Bankers’ Supply Division 
1139 University Avenue, Rochester, N. Y. 


Please send me complete information about 
Antique Moorish. 


Name of Bank 
Name of Officer. 
Street. 


6-30 





Town. 


TODD SYSTEM OF CHECK PROTECTION 
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It provides the net profit which the 
business would have earned had 
it not been interrupted. 

2. It pays the standing charges and ex- 
penses which continue during the 
period of interruption, but only 
to the extent that they would 
have been met by the business 
operations had no interruption of 
business occurred. 

It also pays any extraordinary ex- 
pense necessary to keep a business 
operating, if possible, after an in- 
terruption; when by so doing the 
amount of insurance loss can be 
reduced. 


These payments are provided to apply 
from the date of interruption until such 
time as the damaged business premises 
can, with due diligence and despatch, 
be repaired, rebuilt or placed in full 
operating condition. The value of this 
type of insurance protection to a 
business enterprise and particularly to 
its financial backers cannot be over- 
emphasized. 
is be- 


Business earnings insurance 
coming more popular with each suc- 


ceeding year. Banks and investment 
houses are steadily recognizing the need 
for such a form of insurance cover and 
are requiring the use of this facility by 
their clients to a greater extent. The 
larger and more progressive insurance 
companies are keeping pace with the 
changing conditions by establishing 
specialized departments to fully analyze 
the credit trends of present-day busi- 
ness, the interruptive hazards of mod- 
ern plants and processes, the modern 
methods of wholesale and retail dis- 
tribution and such other factors as have 
direct bearing on business earnings. The 
result of this study should be of direct 
interest to those banking institutions 
which make it a practice of including 
carnings as a basis of financing indus- 
try, and also to those producers and 
distributors who are keeping abreast of 
‘he times by employing all reasonable 
cans of protecting their credit and 
reserving their interests. 


BANK WOMEN HOLD SPRING 
CONFERENCE 


A SPRING conference of the Middle Atlantic 
Division of the Association of Bank Women 
was held in New York May 2. Bank women 
from eight states attended including Maine, 
Massachusetts, Connecticut, New York, New 
Jersey, Pennsylvania, Maryland and Missouri. 
Miss Mina Bruere, assistant secretary of the 
Central Hanover Bank and Trust Company, 
New York City, president of the association, 
Miss Lillian Backus, director, Home Savings 
and Personal Service Department, Greater 
New York Savings Bank, Brooklyn, New 
York, vice-president of the Middle Atlantic 
Division and Miss Jean Arnot Reid, assistant 
treasurer, Bankers Trust Company, New 
York City, chairman of the program com- 
mittee, were in charge of the arrangements. 
Mrs. Lena Duncan Sultzer, manager, sav- 
ings department, Mercantile. Trust Company, 
St. Louis, Missouri, national vice-president 
of the association, and Miss Martha L. Scally, 
assistant secretary, Old Colony Trust Com- 
pany, Boston, Mass., vice-president of the 
New England division, were guests of honor. 

The bank women met at the Chase Na- 
tional Bank to inspect the Chase Bank Col- 
lection of Monies of the World through the 
courtesy of one of the members, Miss Mary 
Vail Andress, assistant cashier of the Chase 
National Bank. The morning's program 
also included a visit to the Bankers Trust 
Company and to the Stock Exchange, where 
Jason Westerfield, director of publicity, spoke 
to the members on the organization and 
work of the market. They watched an “ac- 
tive market” from the visitors’ gallery. 

Miss Mina Bruere was hostess at a lunch- 
eon in the officers’ dining room at the Cen- 
tral Hanover Bank and Trust Company. 

A meeting in the afternoon in the Gal- 
leries of Modern Art at the residence of 
Adolph Lewisohn, 881 Fifth avenue, was 
attended by fifty members. 

Dinner at the Park Lane brought a busy 
day to an end. Informal talks on the op- 
portunities for women in banking and the 
help the association had given them in the 
past and might give to others in the future 
were made by Mrs. Lena Duncan Sultzer, 
Miss Martha L. Scally, Miss Winifred 
Smyth, Miss Marjorie Allison, Miss Jean 
Arnot Reid, Miss Henrietta Fuchs, Mrs. 
Mabel Pierson and Miss Mabel F. Thompson. 

Miss Bruere spoke of the convention that 
will be held simultaneously with the Ameri- 
can Bankers Association in Cleveland from 
September 29 to October 3 and expressed 
her hope that all the members would be 
able to attend. 





Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 


Ms . Why Banks Need Secondary Reserves 
interview of some three hundred Basic Factors Underlying Bank Re- 


different bankers, many of whom con- Size and Compositien of a Primary 
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perience. The Investment Account of a Ba 


ORDER BLANK 


BANKERS PUBLISHING COMPANY 
71 Murray Street. New York, N. Y. 


= Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the “New York Evening Post” 


JUNE, 1930 


Are Bonds a Buy for Banks? 


extends and you will return with 

the conclusion that now is a 
good time to buy bonds. Wherever the 
record reproduces conditions resembling 
the present those who turned their funds 
into bonds in times past invested wisely. 
Usually the banks were the shrewdest 
judges of them all in picking these buy- 
ing areas. 

What makes the current financial 
theater a good subject for study is that 
with the stage apparently set the main 
character does not come on. Either he 
does not think it is time to enter or he 
has lost his cunning. Or is he held back 
for some other reason not yet obvious? 

The performance is not running true 
to form. The banks are not coming 
into the market for bonds at a time 
when conditions seem set perfectly for 
their entrance. 

With quality corporation bonds avail- 
able to yield 4.50 per cent. the banks 
are putting their idle funds into the call 
market to net them 2.50 per cent. in- 
stead. What are some of the considera- 
tions that induce the banks to sacrifice 
a full 2 per cent. in interest to keep 
their funds on tap? Have they de- 
veloped a new prejudice against! bonds? 
Is it a well-reasoned policy with them 
or one hastily adopted but without basis? 
These are some questions that must be 
faced not only in the light of history 


“a of 1930 conditions differing from 
those past. 


G: back as far as recorded history 


REASONS FOR PURCHASE 


Let us examine first some of the 
reasons that seem at once to be induce- 


ments for the purchase of bonds by 
canny investors. Summarized they are: 
(1) A condition of ease in money that 
the bond market has not enjoyed in 
years; (2) a definite program to main- 
tain ease for a time on the part of the 
Federal Reserve System; (3) receding 
business; (4) falling commodity prices; 
(5) a lethargic stock market with the 
revised investment attitude that last 
autumn’s crash invoked; (6) a prevail- 
ing market level that enables investors 
to obtain a larger yield from bonds than 
from stocks and (7) a 4.50 per cent. 
yield available in bonds whereas funds 
put out on call will return scarcely more 
than 2.50 per cent. 

Usually in the past the advent of 
conditions like these has been seized by 
the banks as an opportunity to purchase 
bonds. Periods of low money rates and 
declining business proverbially have been 
regarded as suitable signals for an ex- 
pansion of the investment portfolios. 
And usually the banks that were wise 
enough to guide their investment 
programs in this fashion have enriched 
their positions in years gone by. 

Banks that look back over the years 
know this but in reaching back in 
memory to these years of nice profits in 
bonds they must pass through the 1928- 
29 record. There is the rub. . They 
know very well that the statistics say 
buy bonds now. But they likewise 
know that their best judgment . told 
them two years ago to buy bonds. 
Many of them did. It lost them money. 
The losses sustained by the banks from 
their bond ventures in the last two 
years is a fresh and horrible memory. 
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The statistics tell them to buy bonds. 
Their own recent experience tells them 
no. 

Up to March the 1930 strength in 
bonds had been confined to investment 
buying other than that by banks for 
their own account. Since then the 
banks have been coming into the market 
but at a time when others were willing 
to purchase bonds in quantity the banks 
have been slow and cautious. 

Now it must be borne in mind that 
the banks owe certain obligations to 
themselves and to their depositors to 
maintain a degree of liquidity. The 
banks are not in a position to turn all 
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of their funds released through the con- 
traction of brokers’ loans, or through 
the contraction of commercial loans, 
into investments. For the decline in 
loans on securities has not kept pace 
with the contraction in these two items. 
The banks still have outstanding enor- 
mous loans on securities. That is why 
the banks still find themselves held down 
more perhaps than is commonly realized. 

There is the further fear that the 
demand for brokers’ loans and commer- 
cial loans might expand later on. The 


banks fear that if they load themselves 
up too heavily with bonds now the time 
will come when, in order to satisfy the 
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Bonp MARKET REMAINS FIRM 


While the market in bonds recently has held firm no substantial advances have been 

recorded. Gilt-edged descriptions in the various groups have undergone no important 

price change in the last two months and at no time in recent weeks has the market 
exhibited a return of the buoyant rally that was witnessed earlier in 1930. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 
Montreal 


demand for funds, they will want to 
unload their bonds. When that time 
comes will we, they ask themselves, be 
able to unload profitably? Or, as in 
1929, will we have to sell at a loss? 
Will the demand for bonds be sufficient, 
in other words, to absorb what we may 
want to liquidate? These are the ques 
tions that the banks cannot answer as 
they would like. 


1930 vs. 1929 CONDITIONS 


Now without minimizing too greatly 
the grounds for apprehension felt by 
the banks it does seem unreasonable to 
confuse 1930 with 1929 conditions. At 
this time a year ago money was tight 
and steadily getting tighter the world 
over. We had witnessed up to then 
no visible signs of the business recession 
that was soon to follow. For a year the 
expanding business activities and the 
expanding stock market demands had 
been stretching tighter and tighter the 
credit cords. 

Chat eventually they would break 
seemed likely but how soon nobody 


Harris Trust and Savings Bank 
Bond Department 
Chicago 
Harris, Forbes & Co., Ltd. 
London 





knew. Calculations on this point had 
gone wrong. The expanded demands 
for funds from speculative sources had 
to be met by a liquidation of bonds that 
the banks had bought to hold. 

But present conditions differ essenti- 
ally from those a year ago. Where we 
then had inflation we now have defla- 
tion. Where we had rampant specula- 
tion we now have sobriety. Where we 
had a credit structure that was indeed 
tense we now have a plethora of idle 
funds instead. 

So far the bond phase in the cyclical 
shift has been omitted. What the banks 
must determine to their own satisfaction 
is whether we will return from this 
stage directly to the one so recently left 
or whether before the stock craze is 
revived bonds will have their day. 

If bonds are not to have their period 
of public favor the banks cannot open 
their investment portfolios so widely as 
otherwise to bonds. The reason is that 
the banks must think of something more 
than the attractive yields now available. 
They must recognize that a time might, 
indeed probably will, come when they 
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Investment Advice 


Advice is a term often used and often misunderstood. 
Analysis rather than advice, should be the first step 
in any investment decision. Every corporate investor, 
before purchasing any type of securities should analyze 
thoroughly its own financial position. 

Then when its individual problems are clearly defined 
and understood, a competent investment organization 
should be consulted 

The National City Company, with its international 
buying and distributing organization, is well qualified 
to act in such consultant capacity. In its list of offer- 
ings will be found high grade securities of widely dif- 
ferent classifications. From them, with the help of a 
National City man, investments that conform to spe- 
cific needs may be selected. 


The National City Company 


NATIONAL CITY BANK BUILDING, NEW YORK 
INVESTMENT = SECURITIES 


Offices in Principal Cities throughout the United States and Canada 
and in London, Amsterdam, Geneva, Tokio and Shanghai. 
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BANK INVESTMENTS SLOWLY INCREASING 
While no important changes were made in the investment portfolios of reporting 
member banks up to early March the banks more recently have been buying bonds. 
It will be seen, however, that this buying has been cautious and that even now the 


volume of investments scarcely equals that for this time a year ago. 


The difference 


is that the banks now are slowly buying bonds whereas then they were liquidating. 


will want to liquidate. Will the market 
absorb in large blocks the bonds that 
the banks will then be compelled to 


offer? 


INSTITUTIONAL DEMAND FOR BONDS 


Whatever attitude individual inves- 
tors may take in future years toward 
bonds the institutional demand will al- 
ways persevere. Bonds, being a call on 
dollars, make an ideal investment for 
Insurance companies which must pay in 
dolle:s. As vehicles for institutional 
Investment purposes bonds serve a pe- 
cult); need. But it is by no means 


established that this institutional demand 
in itself is large enough to sustain a 
lively bond market without the aid of 
the individual and bank actively in the 
market as buyers of bonds. 

One of the obstacles to an advancing 
bond market put forth is the new 
German annuities loan of $300,000,000. 
No loan since the Anglo-French issue 
was marketed here in 1915, by a syndi- 
cate of 2000 banks headed by J. P. 
Morgan & Co., has evinced so much 
interest as the new Bank for Interna- 
tional Settlements issue discounting re- 
paration payments. 
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Rule of Thumb 
Methods 


have no place 


. . « in determining the propor- 
tion of a bank's resources that 
should be held in loans and dis- 
counts, in cash, in bonds, in com- 
mercial paper or any other 
valid asset 


THESE ratios must be decided accord- 
ing to such variable factors as local 
loan and credit conditions and the 
character and average duration of the 
bank’s deposits. 


Whether large or small in ratio to 
resources, the bank’s secondary reserve 
of bonds should be built with a view 
to sound security, broad diversification, 
and adequate yield, rather than to cap- 
ital profits. It should likewise include 
a liquid revolving fund of bonds of 
early maturity, sufficient to meet 
emergency demands that may not be 
provided for by the primary reserve of 
cash and Treasury Certificates or 
other quick paper. 


Our broad experience in helping to 
plan detailed bond reserve accounts is 
available to every banker. The ac- 
cumulated knowledge of banking re- 
quirements gained in serving thou- 
sands of institutions brings to bear on 
the individual problem a wealth of 
practical information. 


Write today to our nearest office for 
the useful folder, Sound Investment 
Practice for the Commercial Bank. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street 
NEW YORK, 35 Wali Street 
AND OTHER PRINCIPAL CITIES 


BONDS TO FIT THE INVESTOR 


— 


Since the sum to be raised is $300, 
000,000, and since the bonds will be 
marketed at a substantial discount, the 
public offering of bonds to world inves- 
tors will be in excess of $300,000,000. 
With a coupon rate of 5Y2 per cent., 
and a maturity date thirty-five years 
distant, the net yield to investors will 
be greater than 6 per cent. 

That in anticipation of the flotation 
of these bonds the banks have made 
preparations is not to be doubted. But 
it is difficult to see why this new issue 
should so often be advanced as a burden 
hanging over the market for bonds. 
The American portion will represent 
scarcely a third of the above-mentioned 
sum—surely not a staggering quota for 
digestion in this market. When the 
situation is analyzed the new German 
annuities loan will be found to con- 
stitute no obstacle to an American bond 
market but a feeble excuse instead. 


FASHIONS IN BONDS 


There is another more important 
development that bears on the situation 
to which critics have given less atten- 
tion. Fashions in bonds as in ladies’ 
dresses have changed in recent seasons. 
Once we liked them short. Now we 
like them long. To make itself attrac: 
tive nowadays to the ordinary investor 
a bond must carry a warrant or a con 
version feature—something to give it 
appeal. 

This shift in popular emphasis away 
from the old-fashioned type of bond 
into a class that is perhaps not so de- 
sirable a risk for banks further compli- 
cates the problem of the banker. He 
hesitates to follow the fashions too 
closely in these matters. Yet he rec’ 
ognizes that any extension of the move- 
ment is calculated to turn investors 
away from the class of bonds he might 
sometime wish to liquidate. For the 
banker it is a mean question. 

Summarizing, it may be said that the 
banks should not rush recklessly into 
bonds now but few need any such 
advice. The dangers of bond buying 
on a big scale have been too recently 
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impressed on them. Indeed the need 
for advice is on the other side. For 
the banks have been slow to recognize 
the 1930 opportunities in bonds. The 
banks are right in recognizing a change 
in investment patterns popular with in- 
vestors but they are wrong in measuring 
so closely the current situation by their 
1928-29 experiments. Neither a sharp 
turn to the left nor a sharp turn to the 
right, in formulating a bank’s bond 
policy, is the correct course to follow 
now but a prudent middle course instead. 


A GOOD TIME TO BUILD BANKS 


lower now than at any time with- 

in recent years, THE BANKERS 
MacaZINE asked Harvey L. Winslow 
of the firm of Holmes & Winslow, bank 
architects of New York, what their 
recent experience had been. The fol- 
lowing letter which we have received 
from Mr. Winslow will be of interest 
to our readers as indicating that sub- 
stantial savings can be made by build- 
ing now: 


B ises 20 that building costs are 


EDITOR, 
THE BANKING MAGAZINE 
Dear Sir:— 

In reply to your recent inquiry regarding 
present bank building costs as compared with 
costs of similar projects six months ago; it 
so happens that I am able to give you very 
definite figures at this time as our office has 
just experienced the award of a complete 
bank building project now under construc’ 
tion for the Ampere Bank, East Orange, N. J. 

Early last autumn competitive bids were 
requested of several contracting concerns and 
the low estimate was $121,000 for the com- 
pleted building. The owner decided to tem- 
porarily abandon its construction and a 
month ago we sent out the plans again to 
the same list of bidders who estimated orig- 
inally and the lowest contractor was $11,000 
under his previous bid on the same plans and 
Specilications. 

We might add that it seems to us after 
such definite results in this instance, the 
same would hold good to a more or less 
extent throughout the country and, if this 
is sc, any bank considering having new 
quarters would be wise to take advantage of 
these present conditions. 

Cordially yours, 
HOLMES AND WINSLOW 
H. L. WIns.Low. 


UNITED 


FOUNDERS 
CORPORATION 


A holding company with 
substantial investments 
in public utility, insur- 
ance and other import- 
tant fields. Controls 
American Founders 
Corporation. 
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ON EUROPEAN TRIP 


JuLtien H. Hint, president of the State- 
Planters Bank and Trust Company, Rich- 
mond, Va., sailed for England recently on 
the S. S. George Washington as a member 
of a body which will tour the British Isles 
as the guest of the Association of British 
Chambers of Commerce in connection with 
a movement to develop reciprocal trade rela- 
tions through the Port of Hampton Roads. 
Mr. Hill has long been associated with the 
activities of the Virginia State Chamber of 
Commerce. 


DR. BURGESS MADE DEPUTY 
GOVERNOR OF RESERVE 
BANK 


Dr. W. RANDOLPH BurGEss, assistant Fed- 
eral Reserve agent at the Federal Reserve 
Bank of New York, has been elected deputy 
governor to fill the vacancy caused by the 
election of J. Herbert Case to the chairman- 
ship of the board of the institution. Dr. 
Burgess has been identified with the bank 
since 1920 and has edited its monthly review 
of business and credit. He is a widely known 
economist and is author of the Federal Re- 
serve Bank and the Money Market. 
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Getting Back to Commercial Paper 


Market for This Form of Credit Instrument on the Up-Grade 
Once More—Its Advantages as a Bank Secondary Reserve 


By PRENTICE WELSH 


ECENT changes in the credit 
R situation of this country have 
again brought to the attention 
of bankers and business executives a 
method of credit exchange, namely com- 
mercial paper, which many had believed 
was slowly becoming extinct. 
Commercial paper is of interest to 
bankers, particularly at this time, be- 
cause (1) its increasing use by corpora- 
tions will enable banks to place a larger 
proportion of their available funds in 
this form of current commercial obliga- 
tions, and thus (2) the banks may 


Reserve System showed, at the close of 
business April 16, 1930, that invest- 
ments plus secured loans and discounts 
constituted 61.9 per cent. of total loans 
and investments. 

As pointed out by Glenn G. Munn 
in an article entitled “New Problems of 
Investing Bank Funds,”* “this relatively 
greater expansion in investments and 
collateral loans than in commercial loans 
is undoubtedly the outstanding develop~ 
ment in banking in the last six years: 

The explanation finds its base 
in the growing wealth of our great cor- 


“With the comparatively low level of interest rates which 


prevails today, business houses are realizing that in many 
cases it is cheaper to borrow for their seasonal requirements 
than to carry large supplies of surplus cash through the lean 
seasons. Money obtained through stock issues generally costs 
around 7 per cent., counting commission and dividends, and 
many companies do not care to incur a funded debt or are 
prevented from doing so by the nature of their business.” 


build a well balanced secondary reserve 
having each of the essential elements of 
safety, liquidity and yield. 

Since the period of post-war inflation 
the proportion of bank loans for strictly 
commercial purposes to total loans has 
been steadily declining. In other words, 
banks have been increasing their non- 
commercial business more rapidly than 
the business for which they were or’ 
iginally organized. Investments in 

nds and other securities, together with 

based on securities as collateral, 
increased until they overshadow 
s made for commercial use. If we 
the national banks as an example, 
rting member banks of the Federal 


porations. Within the last five years 
these corporations have become vastly 
enriched. Large corporative surpluses 
have been amassed as a result of con- 
tinued prosperity and accompanying 
huge profits, of which from 35 to 40 
per cent. have been retained and not 
distributed as dividends. More than 
that, the expansion of liquid reserves by 
great corporations has in many instances 
changed their status to lenders rather 
than borrowers and securities have been 
added to their reservoirs of liquid assets. 
Current funds are frequently so ex- 
tensive that large sums for which there 


*THE BANKERS MAGAZINE, January, 1929. 
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“Duly Addressed 
and Deposited in the 


Post Office’”’ 
a 


Do you give no more thought to the 
collection of out-of-town items than the 
quoted language of the law requires the 
notary to give to notices of dishonor? 


Mail matter sent to us is called for at 
the Post Office at frequent intervals 
by day and night. Collections are for- 
warded promptly to place of payment or 
through not more than one intermediary. 


See that your important collections and 


troublesome cash items are ‘“‘duly ad- 
dressed”’ to this bank, and thus secure 
the advantages of our continuously op- 
erating transit and collection service. 


All items received at par. 


J 
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PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
Capital and Surplus $50,000,000 





















is no immediate need are being lent in 
the call money market.” 

These trends had the result that cor- 
porations which were formerly heavy 
borrowers from banks and the commer- 
cial paper market found themselves al- 
most entirely outside the need of bank- 
ing assistance for their temporary needs. 
But the events of the last six months 
have shown that this tendency toward 
independence from short-term borrow- 
ing could not continue indefinitely. It 
reminds one of the advertisement of the 
cut-rate shoe store which read, “Walk 
up one flight and save 20 per cent.” 
This was all right as far as it went, but 
it failed when the Scotchman came 


part of the banks to renew. 
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“The chief advantage of investment in commercial paper 
lies in the fact that it is bought without any obligation on the 
A bank can thus make its pur- 
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ness houses are realizing that in many 
cases it is cheaper to borrow for their 
seasonal requirements than to carry 
large supplies of surplus cash through 
the lean seasons. Money obtained 
through stock issues generally costs 
around 7 per cent., counting commis- 
sions and dividends, and many com- 
panies do not care to incur a funded 
debt, or are prevented from doing so 
by the nature of their business. So long 
as the call money market paid such 
handsome returns as during 1928 and 
1929, it was profitable to accumulate 
large cash surpluses and lend what was 
not needed in the call money market. 
But this is no longer practical with the 






chases with maturities so arranged as to fall in with the time 


of its seasonal demands. 


The moral responsibility to look 


after the borrower’s needs is not assumed by a bank on its open 
market loans as must be done when it sets a credit line for 
a customer based on substantial balances being carried with 


the bank.” 


along who wanted to walk up five 
flights and save 100 per cent. While 
it is true that many corporations have 
gone a long way toward independence 
of open market borrowing, the com- 
mercial paper method of financing has 
certainly not gone into the discard. 
This is shown by the sharp up-turn 
which has occurred in the amount out- 
standing at the end of each month since 
the low point of September, 1929, by 
the re-entrance into the market of firms 
which had not used this method for 
months or years, and by the appearance 
of many names which are coming in for 
the first time. 


CORPORATIONS FAVOR COMMERCIAL 
PAPER BORROWING 


: With-the comparatively low level of 
interest xates which prevails today, busi- 


eo > 








rate ranging between 2 and 4 per cent. 
It seems probable, therefore, that the 
present excessive cash reserves in the 
treasuries of many corporations will be 


considerably reduced in the future. 
Some concerns are already accomplish- 
ing this by distributing extra dividends 
to shareholders. Others will convert 
part of their cash to more permanent 
assets aS opportunities arise to further 
diversify present manufacturing or dis- 
tributing facilities. And rightly so, as 
the practice of buying securities and of 
lending huge sums of money is not the 
proper function of industrial concerns. 

With large corporations resorting 
again to the proven practice of borrow- 
ing for their short-term requirements, 
banks have an increasing supply of 
commercial paper available. The pri- 
mary requisite for bank investments is, 
of course, safety of principal. Com- 
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mercial paper is generally conceded to 
be one of the safest mediums for the in- 
vestment of bank funds, but it may not 
be generally realized just how it com- 
pares with other forms. The most re- 
cent figures available showing the rate 
of losses on commercial paper are those 
published by the National Credit Office 
in 1926, covering the four years 1922- 
25. In the following table these are 
compared with the rate of losses sus- 
tained by national banks for the four 
years ending June 30, 1925, taken from 
the report of the Comptroller of the 
Currency (1928, p. 57). 


Rate of losses to 
outstandings of 
commercial paper 
(In percentage) 


From the above figures it is seen that, 
for the period covered, the percentage 
of losses on investments in bonds and 
securities was nine times the losses on 
commercial paper, while the percentage 
of losses on total loans and discounts 
was sixteen times that on commercial 
paper. These figures show the losses on 
the total outstandings of commercial 
paper while the investment losses given 
are only those of national banks. Total 
investment losses by all banks would 
doubtless average even higher. 


STABILITY OF COMMERCIAL PAPER 


The face value of commercial paper 
does not fluctuate as does the market 
price of bonds. It is of interest to note 
that the loss of one point on the prin- 
cipal of a 5 per cent. bond brings the 
net yield for a year (after deducting 
the commission for buying and selling) 
below 4 per cent.,* and the loss of 2 
points below 3 per cent. Opportunity 


*3 3/5 per cent. if held one year. 
72 3/5 per cent. if held one year. 
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for loss in the principal of bonds is al- 
ways present as is shown by the table 
on page 817 showing the yearly price 
range of thirty well known bonds for 
each of the last four years.* 

Commercial paper not only measures 
up to the highest requirements of good 
banking practice from the standpoint of 
safety, but also fulfills another valuable 
need—that of enabling the bank to per- 
form’ the basic function of supplying 
current demands of business. 

This fundamental purpose of com- 
mercial banks should not be lost sight 
of. While it is true that our banks 


Percentage of losses charged off 
On loans and On bonds and 


discounts to securities to 
total loans total bonds and 
and discounts securities owned 
1.20 Ry 
1.20 43 
.86 48 
By .44 


96 52 


have changed considerably with regard 
to the make-up of their portfolios, it is 
also true that they have not changed 
so markedly with regard to their ob 


ligations. Approximately two-thirds of 
the deposits of member banks of the 
Federal Reserve System are demand ob 
ligations. This means that, notwith- 
standing the fact that our credit system 
is highly elastic, banks must always 
maintain a high degree of liquidity. 
The need for this was shown during the 
recent stock market crash and the value 
of such a position was demonstrated by 
the way in which the New York banks 
were able to meet the demands made 
upon them. The tendency is for com’ 
mercial banks to become more and more 
like investment trusts. They are plac 
ing their funds in a wide variety of 
ways besides loans and discounts; se’ 
curity investments, collateral loans, 
mortgage loans and syndicate loans, for 
example. But none of these forms of 
investment is self-liquidating. Bonds, 


*From New York Times Financial & 
Business -Survey, January 2, 1930. 
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AVERAGE PRICE OF THIRTY BONDS 


the virtues of which have been so fre- 
quently extolled by interested repre- 
sentatives of banking houses, are per- 
haps the best example of this type of 
investment which are safe, and liquid 
(meaning that they have a ready mar- 
ket), but are not self-liquidating. 

The distinction here is an important 
one. It means that in case a bank needs 
to convert a part of its secondary re- 
serve into cash, and this reserve is 
largely in bonds, they must be sold. 


High 

99.1 (Dec. 31) 
102.3 (Dec. 2) 

102.4 (Jan. 4) 

99.9 (Jan. 22) 


Low 


95.3 (Jan. 1) 
99.4 (Jan. 7) 
99.1 (Aug. 15) 
96.3 (Sept. 25) 


LOANING WITHOUT OBLIGATION 


The chief advantage of investment in 
commercial paper lies in the fact that 
it is bought without any obligation on 
the part of the banks to renew. A 
bank can thus make its purchases with 
maturities so arranged as to fall in with 
the time of its seasonal demands. The 
moral responsibility to look after the 
borrower's needs is not assumed by a 
bank on its open market loans as must 


“While at present the rate is somewhat lower than the 
average, commercial paper is still a ‘buy’ for banks whose 
secondary reserve is out of balance. That bankers are not 
failing to take advantage of the increased offerings this year 
is shown by the fact that dealers find it difficult to obtain 


enough high-grade paper to supply the demand.” 


And they must be sold regardless of 
the state of the market or prevailing 
prices. In case the need for cash should 
be general, the simultaneous selling of 
securities by banks which would result 
would necessarily depress prices and 
cause losses. On the other hand, if the 
secondary reserve were largely in self- 
liquidating assets, such as commercial 
paper, properly selected so as to pro- 
vide daily maturities, a sudden demand 
for extra cash would simply mean that 
reinvestment would be deferred until 
such time as the abnormal demand had 
subsided. Under extraordinary circum- 
stances the entire holdings of commer- 
cial paper having ninety days or less 
to run (providing, of course, it con- 
forms to the standards prescribed by the 
Federal Reserve Board) could be re- 
scounted at the Federal Reserve Bank, 
‘reby turning the entire lot into cash 
ir instantly without the loss of a 
ar, 


be done when it sets a credit line for 
a customer based on substantial bal- 
ances being carried with the bank. 
Commercial paper offers the banker 
the opportunity to diversify his second- 
ary reserve, both geographically and as 
to industries. Today the market offers 
notes of representative concerns in 
nearly every important line of business, 
so that a bank can select its customers 
regardless of its own location or size. 
Although this question of diversification 
has been discussed so often that it is 
almost axiomatic, it must be borne in 
mind constantly when investing bank 
funds. In its bulletin, “Secondary Re- 
serves and Security Buying,” published 
last winter, the American Bankers As- 
sociation states: “The banker has been 
preaching diversified farming for many 
years. At the same time, this banker 
has been ignoring the value of diversi- 
fied investment of his funds. Diversi- 
fied loaning represents the same prin- 
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Average outstandings of commercial paper 1918-29, showing the extent of recovery 
from January to April, 1930 (from monthly figures supplied by the Federal Reserve 
Bank of New York). 


ciple of safety as does diversified farm- 
ing. The banker through his local loans 
must take care of the needs of his own 
community, to be sure; but the most 
certain plan for accomplishing this is to 
keep his institution in as liquid a posi- 
tion as possible so that when the extra 
demand comes, he can take care of it.” 


HIGHER YIELD 


_ Over a period of years it will be 
found that the use of commercial paper 
enables banks to obtain a higher yield on 
their secondary reserve than can be se- 
cured on other forms of investment 
suitable for this purpose. Figures sup- 
plied by the Standard Statistics Com- 
pany show that the average rate on 
Commercial paper from 1900-29, in- 
clusive, was 4.84 per cent., while the 
average rate on sixty high-grade bonds 
(fifteen industrials, fifteen railroad, fif- 
teen public utilities and fifteen munici- 

pals) was 4.66 per cent. 
it should be noted that the return on 
ymmercial paper is in the form of a 
‘ount while the return on bonds is 
he form of interest. A rate of 4.84 


per cent., taken out as a discount and 
figuring six months’ paper, would give 
an actual rate of return of approxi- 
mately 5 per cent. 

While at present the rate is some- 
what lower than the average, commer’ 
cial paper is still a “buy” for banks 
whose secondary reserve is out of bal- 
ance. That bankers are not failing to 
take advantage of the increased offer- 
ings this year is shown by the fact that 
dealers find it difficult to obtain enough 
high-grade paper to supply the demand. 

The question now arises—Will cor- 
porations continue to use the open mar- 
ket in increasing volume? 

Have the factors which caused the 
steady decline of ope: market borrow- 
ing from 1924-29 been eliminated? Or 
is the present upward movement only 
temporary? 

The answers to these questions must 
be favorable if bankers are to have a 
sufficient supply of commercial paper to 
go around. These and other phases of 
the subject from the point of view of 
the issuing corporation will be discussed 
in a later article. 
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ITH aggregate resources ex- 
ceeding $500,000,000 the 
banks, trust companies and invest- 
mentorganizations affliated in the 
Guardian Detroit Union Group 


CITY NATIONAL BANK 
& TRUST COMPANY 
Battle Creek 
BANK OF COMMERCE 
Dearborn 
BANK OF DEARBORN 
Dearborn 
UNION STATE BANK 
Dearborn 
BANK OF DETROIT 


Detroit 


GUARDIAN DETROIT 
BANK 


Detroit 
GUARDIAN DETROIT 
COMPANY 
Detroit 
KEANE, HIGBIE & 
COMPANY 
Detroit 


MICHIGAN INDUSTRIAL 
BANK 


Detroit 
NATIONAL BANK OF 
COMMERCE 
Detroit 





UNION GUARDIAN 
TRUST COMPANY 
Detroit 
UNION INDUSTRIAL BANK 
Flint 
UNION INDUSTRIAL 
TRUST COMPANY 
Flint 
GRAND RAPIDS 
NATIONAL BANK 
Grand Rapids 


GRAND RAPIDS TRUST CO. 


Grand Rapids 
JEFFERSON SAVINGS BANK 
Grosse Pointe Park 


BANK OF HAMTRAMCK 
Hamtramck 
HIGHLAND PARK 
STATE BANK 
Highland Park 
HIGHLAND PARK 
TRUST COMPANY 
Highland Park 


THE NATIONAL BANK 
Ionia 


effectively cover industrial Mich- 
igan. Through any of these affili- 
ated Michigan institutions you can 
now command complete bank- 
ing, trust, and investment services. 


UNION & PEOPLES 
NATIONAL BANK 
Jackson 
FIRST NATIONAL 
BANK & TRUST 
COMPANY 
Kalamazoo 


CAPITAL NATIONAL 
BANK 


Lansing 


CITY NATIONAL 
BANK & TRUST 
COMPANY 
Niles 
FIRST NATIONAL 
BANK & TRUST 
COMPANY 
Port Huron 
FEDERAL COMMERCIAL 
& SAVINGS BANK 
Port Huron 
SECOND NATIONAL 
BANK & TRUST CO. 
Saginaw 
TRENTON STATE BANK 
Trenton 








Elements of Success in Trust Service 


Emphasis Should Not Be Placed on Getting Business, But Prop- 


erly Handling It—Importance of Present Customers 
of the Bank 


By C. ALison SCULLY 


Te elements of success in per- 
forming trust service resolve them- 
selves into two different categories. 
First, how to get the business, and 
second, how to handle it. Curiously 
enough, it seems to 
me, the order should 
be reversed. The first 
question is how to 
handle the trust busi- 
ness, and if it is 
handled properly 
and satisfactorily the 
growth of the busi- 
ness will normally 
and logically follow 
the handling of it. 

At the outset, the 
institution should rec- 
ognize that the trust 
department is a going 
organization which 
must stand on its 
own feet and have 
adequate support. 
Only too often there 
is a mistaken belief 
on the part of the 
presidents of institu- 
tions, particularly 
some of the smaller 
institutions, that the 
trust field is a very profitable one, easily 
cultivated, and that all that is necessary 
is for the bank to announce that it has 
a trust department and revenue will 
flow into its coffers. 


© pach sros. 


C. ALIson SCULLY 


Vice-president 


SOURCES OF NEW BUSINESS 


Now, as to the sources from which 
new business may come, and the methods 


From an address delivered before the Third 
uthern Trust Conference. 





Bank of Manhattan 
Trust Company, New York. 


of developing it. First and most im- 
portant—in fact, I might almost say, 
the only source is the customers of the 
bank. Developing business for the trust 
department is not like selling securities, 
life insurance, or sell- 
ing any other com- 
modity; it is far dif- 
ferent from persuad- 
ing a man to open an 
account in the bank. 
All these transactions 
are isloated and re- 
vocable at will by the 
person who has the 
business. If a man 
doesn’t like the secur- 
ity he buys, he can 
sell it. If he doesn’t 
like the way the bank 
is handling his ac- 
count, he can sign a 
check, withdrawing 
his balance. But after 
the will has been pro- 
bated and the trust 
has gone into effect, 
it endures until it ex- 
pires by limitation. 
And when a man has 
spent a lifetime in 
obtaining an _ estate 
and comes to the making of his will, he 
makes a long study before confiding the 
care and management of his assets to 
an institution. 

So,.we must not expect results over 
night in our solicitation and develop 
ment of trust business. They will 
come; they will be slow and sure; they 
will not be spectacular or easy to arrive 
at. Customers of the bank, particularly 
those who have had an established con- 
nection with the bank over a long period 
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of years, are those most easily persuaded 
to make wills and name the bank as 
trustee. The officers of the bank enjoy 
the confidence of these men, in many 
instances they are intimate friends or 
relatives, and it is not hard to persuade 
such prospects to name the institution 
with which they have always done busi- 
ness in commercial matters. 

I frequently hear such customers say 
that the leading officers know more 
about their (the prospects’) business 
than the prospects themselves and they 
would much prefer to have the judg- 
ment and the knowledge and experience 
of the lending officers than they would 
anyone who is in the business, or any- 
one on the outside. 


THE AVENUES OF APPROACH 


Customers of the bank may be reached 
through several different avenues of 
approach. Which avenue is best will 
depend upon the number of customers, 
their location with respect to the bank— 
that is, whether they are easily accessible 


to the main office or adjacent to one or 
more branches—and the degree of con- 
tact which they maintain with the insti- 
tution. 

If the number is not too large, direct 
mail is a satisfactory method. If the 
number is extensive, and the customers 
are located in a widespread territory 
newspaper advertising is probably the 
most satisfactory method. I am a firm 
believer in the solicitation of and devel- 
opment of trust business through per- 
sonal representatives. The subject can 
be presented in a dignified way and 
the results quickly and satisfactorily 
obtained by having the representative of 
the department call upon the prospect 
individually. 

There is a singular inertia among 
men in the matter of making their wills. 
A man may be convinced for months 
that he should make a will and appoint 
a corporate executor, but because of the 
press of other matters, and the fact that 
i will can be attended to the “day after 
tomorrow” it is postponed and post- 
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poned, and very often left until too 
late. If there are personal representa- 
tives of the bank to call on these in- 
dividuals to place information at their 
disposal, and to encourage the making 
of a will, the trust department will 
advance and prosper. 


CO-OPERATION OF OFFICERS AND 
DIRECTORS 


You should have the co-operation 
of the officers and directors of the 
bank. The directors are usually people 
of influence and substantial means. 
Whether or not they name the bank as 
executor or trustee depends primarily 
upon the trust officers. But you cannot 
expect the directors of the bank to name 
the bank as trustee so long as the trust 
department is in the experimental stage. 
Once the trust officer has demonstrated 
his ability to manage the trust depart- 
ment satisfactorily, it becomes almost 
unnecessary to ask the directors of the 
bank or its other officers for their wills. 

It is important to have the officers of 
the bank make wills naming the bank 
not so much for the value of their own 
estates, but because by having their own 
wills naming the bank executor, there 
will be established among them a real 
and vital interest in the welfare and 
progress of the trust department which 
you couldn’t get in any other way. If 
a man knows that his affairs are going 
to be handled by the trust department 
of the bank, he will be eager to have 
the affairs of all his friends and associates 
and customers of the bank handled in 
the same way. Nothing succeeds like 
success and the success of the trust de- 
partment convinces the officers of the 
institution that they should name their 
own bank as executor and trustee. 

There are a number of other sources 
of business on the outside—and members 
of the bar, and life insurance men. It 
is probably unnecessary for me to 
elaborate on these two classes of busi- 
ness. When friendship of these groups 
has been earned, the business which 
they can influence will gravitate to the 
department. 
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Finally, as to compensation. The 
corporate fiduciary associations of the 
various cities have done valuable work 
in crystalizing the opinion of the banks 
and trust companies as to what is a fair 
rate of compensation. It is unwise for 
any institution to adopt a policy of 
cutting rates. If an individual wants a 
doctor to perform a surgical operation, 
or a lawyer to try a case in court, he 
doesn’t find out which one’s fee will be 
least and then retain. The basis for the 
appointment of a trustee is exactly the 
same. The testator chooses his executor 
and trustee because he has confidence in 
the ability of the institution and its 
officers to administer his estate. The 
mere fact that a neighboring and com- 
peting institution might be willing to 
undertake the work for a somewhat 
lesser fee does not weigh in his mind, 
and usually any business awarded on 
the basis of shopping is not worth 
having. 


ADHERENCE TO STANDARD FEES 


I have had a number of experiences 
in which great pressure has been brought 
to bear to depart from the standard rate 
of fees because of the size of the estate 
and magnitude of interests involved. 
Experience demonstrates that your cus- 
tomer will think more of you and you 
will operate much more satisfactorily in 
the long run if you set your standard 
of rates and adhere to it. You will 
lose some business, but in the long run 
you will be vastly better off if you fix 
your schedule of rates and stick to it. 

Trust business is different from any 
other business in that it is not a matter 
of barter and trade or of bargain and 
sale. Our attitude is not to see how 
much commission we can get out of 
every estate committed to us. All we 
ask is a fair rate of compensation for 
the services we render. The prosperity 
of our departments is based on the total 
volume of business rather than upon 
how large a fee we can exact. 
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EMERSON HEADS RESERVE CITY 
BANKERS 


Guy EMERSON, vice-president Bankers Trust 
Company of New York, was elected presi- 
dent of the Reserve City Bankers Associa- 
tion at its annual meeting last month in 
Memphis, Tenn. Harry S. Covington, vice- 
president National Bank of Commerce of 
Detroit, was elected vice-president; H. H. 
Augustine, vice-president, cashier and secre- 
tary of the State Planters Bank and Trust 
Company of Richmond, Va., was made 
treasurer; and J. J. Schroeder of Chicago, 
secretary. 

The association instructed the new presi- 
dent to appoint a committee to study the 
question of advocating that a greater share 
of the profits of Federal Reserve banks be 
given to the member banks. 

New directors elected to the board were 
Russell G. Smith, vice-president Bank of 
Italy, San Francisco; George S. Henley, vice- 
president Whitney National Bank, New 
Orleans; R. E. Harding, vice-president Fort 
Worth (Texas) National Bank; Charles W. 
Stevens, assistant cashier Old Colony Trust 
Company, Boston; Morton M. Prentis, presi- 
dent First National Bank, Baltimore. 


INCREASE IN COMMERCIAL 
PAPER VOLUME 


OuTsTANDINGS of commercial paper on 
March 30 were $529,000,000, an amount 
approximately twice as large as that at the 
low level of last September, 37 per cent. 
above the volume in March, 1929, and the 
largest for any month since May, 1928, 
according to the reports of twenty-one of the 
large commercial paper dealers to the Federal 
Reserve Bank of New York. The increase 
in March, as reported, was $72,000,000, or 
16 per cent., and was the sixth successive 
month in which the total had increased. The 
larger proportion of sales of paper is being 
made at 4 per cent. 


PENNSYLVANIA BANK GROUP 


CoMBINATION of forty banks in Western 
Pennsylvania with an institution in Pitts- 
burgh into a corporation controlling deposits 
of more than $300,000,000 and with re- 
sources of nearly $400,000,000 has been 
proposed to heads of banks in that territory. 
The company would be called the Western 
Pennsylvania Bancorporation. 

According to the plan, the identity of the 
individual banks and personnel and manage- 
ment would remain unchanged, and _ stock 
control in the new corporation would be 
vested in the affiliated institutions. 

The proposition to the banks has been 
ag by Pomeroy & Salmon of New York 

ity. . 





Should Warehousemen Be Bankers? 


By Loaning Money on Merchandise Left in Their Custody They In- 
vade the Banker’s Province 


By A. T. Gipson 


Chairman, Committee on Banking Relations, American Warehousemen’s Association; 
president, Lawrence Warehouse Company 


period of some fifteen years in the 

merchandise warehouse business that 
the warehouseman who attempts to in- 
vade the banker’s province by lending 
money on merchandise left in his cus- 
tody makes no money on the average 
transaction of this nature and, indeed, 
is fortunate if he actually gets out from 
under with a whole skin. 

1. We believe it is the province of 
the bank. 

2. If we loan money on our own 
warehouse receipts and become finan- 
cially interested thereby in the merchan- 
dise stored under our receipts, we cease 
to be a disinterested bailee for hire and 
banks handling our warehouse receipts 
would have a very definite right to in 
quire what our contingent liability 
might be on rediscount of this kind. 

We believe that the purity of ware- 
house receipts is seriously endangered 
by loans upon them by warehousemen 
holding the merchandise. This, in spite 
of the fact that I know it to be a trade 
practice in cold storage. 

We have developed an idea with our 
customers which, surprisingly, has gone 
over in a very big way and that is 
this: The big responsible people who use 
public cold storage all have or could 
establish first class banking connections 
and they can borrow money easily as 
this paper is eagerly sought and they 
would get it cheaper than if they bor- 
rowed it from us. In other words, our 
good accounts do not need the ware- 
houseman as a banker. 

We stress the idea to them that the 
custom of cold storage warehousemen 
‘ending money upon merchandise en- 
ables concerns who are not entitled to 


I has been my observation over a 


bank credits and who are sometimes ir- 
responsible and a thorn in the flesh of 
the big responsible companies to specu- 
late in merchandise and compete with 
disastrous results against the larger, well 
financed companies purely and simply 
through the fact that the cold storage 
warehousemen will finance them far in 
excess of what is considered legitimate 
banking. 

Many concerns whose reputation and 
financial statement wouldn't have a 
ghost of a show of borrowing money 
from banks to carry large stocks of mer- 
chandise, get warehouse companies to 
carry them and are thus able to com- 
pete with the well managed, properly 
financed companies to the detriment of 
these larger companies. And the larger 
companies, by sanctioning this custom, 
make it possible for the warehouse com- 
panies to establish this method of trade 
practice so that the warehouse company 
is enabled to rediscount this paper with 
banks when their own supply of cash 
has been used up. 

If the large, responsible users of cold 
storage space would join in with the 
cold storage warehousemen in frowning 
upon this practice, which is bad bank- 
ing, as well as what I believe to be bad 
business for warehousemen, instead of 
indorsing it by using this service them- 
selves, the banks would very readily 
fall into line and would refuse to lend 
a warehouseman money on merchandise 
stored in his own warehouse because a 
warehouse company which rediscounts 
its paper secured by its own warehouse 
receipts is in exactly the same position as 
any man who issues his own warehouse 
receipts and takes them to the bank and 
expects to borrow money thereon. He 
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is no longer a disinterested third party 
bailee for hire. He is sometimes very 
seriously interested in the market value 
of the merchandise and can no longer 
give the bank an unbiased opinion as to 
the value of the collateral. 

I believe from what little I know of 
the cold storage industry that this 
theory of mine will seem radical, de- 
parting as it does from trade practices 
which have existed for many, many 
years, but my theory is that if I were 
smart enough to be a banker I wouldn’t 
be in the warehouse business—that the 
lending of money by warehousemen is 
unprofitable and fundamentally wrong 
from a banking and credit standpoint, 
and that while it may seem to be a con- 
venience to the customer, it really does 
our good customers more harm than 
good. 


W. E. ROOSEVELT DIES 


W. EMLEN ROosEVELT, capitalist and cousin 
of the late President Roosevelt, died recently 
at his home in New York after an illness 
of several months. He was 73 years old. 
Mr. Roosevelt was head of the firm founded 
by his father, Roosevelt & Sons, a director 
in the Chemical Bank and Trust Company, 
Central Hanover Bank and Trust Company, 
Bank of New York and Trust Company and 
a trustee of the Union Square Savings Bank, 
of New York. He was also an officer and 
director in a number of commercial com- 
panies. 


HEIRS SEEKING BANK DEPOSIT 


A BANK deposit of $5000, which has been 
overlooked in a savings account for ninety- 
nine years and which is now believed to 
amount to approximately $50,000, is at stake 
in a probate court suit which will be begun 
immediately. The account involves the prop- 
erty of Mrs. Lucy Loud, which was recently 
advertised by the New Haven Savings Bank, 
New Haven, Conn. Although former adver- 
tisements had attracted no attention, the last 
one brought forward a dozen heirs of Mrs. 
Loud, who died in 1831. They have an- 
nounced their intentions of suing for their 
shares in the estate. 


WINS PRIZE STORY CONTEST 


S. Lyte Hatt, of the Boston Five Cents 
Savings Bank, won the monthly $5 prize 
offered by the Savings Banker of Massachu- 
setts for the following story: 
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An elderly colored woman appeared at 
the paying teller’s window and signed a re- 
ceipt-for $100. The'teller finding the signa- 
ture had changed somewhat, asked her the 
questions on the signature card. When 
asked her age she replied “Ah don't know.” 
“Don't you know what year you were born 
in?’ asked the teller politely. “Boy, when 
Ah was born Ah didn’t know one year from 
another,” was the prompt reply. 


MORTIMER IS PRESIDENT OF 
NEW YORK TITLE AND 
MORTGAGE 


Grorce T. Mortimer has been elected 
president of the New York Title and Mort- 
gage Company to succeed Harry A. Kahler, 
who has resigned to become chairman of the 
board. Mr. Mortimer, who is well known 
in New York financial circles, has been a 


GeEorGE T. MorTIMER 


New president of the New York Title 
and Mortgage Company. 


director of the company since its organiza- 
tion and for several years has been chairman 
of the executive committee. For many years 
he was vice-president of the United States 
Realty and Improvment Company and later 
became president of the Equitable Office 
Building Corporation. He is a director in 
the American Trust Company, American 
Safe Deposit Company, the Manhattan Com- 
pany and a number of other companies. 

Mr. Mortimer will have general charge 
of all the activities of the New York Title 
and Mortgagé Company. 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


Tue BANKERS MaGaziNnE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is, one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: One of our clients, a 
canning company, shows the fol- 
lowing statement: 


ASSETS 


Current assets 
Prepaid expenses 
Investments 
Property and plant 
Deferred charges 


LIABILITIES 
Current liabilities 
Mortgage 
Preferred stock 
Common stock 


Surplus 


108,000 


912,000 
285,300 
144,000 


$2,104,300 


$3,030,000 
depreciation 
WE EE oasis nckoewunee oes 


Total 
Sales, 
Net 


1929 
earnings after 
141,471 


Peak of season, June to November 


This concern obtained from a half 
dozen banks total loans of $1,100,000, 
which were all paid in full before the 
end of the year. I am reading with the 
greatest interest your articles on credit 
problems, and take the liberty of sub- 
mitting this case to you with a view to 
ascertaining whether it is customary to 
pase loans to a manufacturing concern 
this nature on total sales outside of 
their current position and net earnings. 
aking the statement above exemplified, 


655,000 - 


which is given as of March 1, 1930, I 
feel that the banks could ill afford to 
base a loan of $1,000,000 on such 
figures. If the banks base such loan on 
total sales, is there a certain percentage 
of such sales that should be taken into 
consideration in allowing an open line 
of credit, or on what, in your opinion, 
are such loans based? We are extend- 
ing this company the limit of our line, 
and I have always wondered how such 
application should be properly analyzed. 

A. K. 


ANSWER: Your question is a most 
interesting one and one that perhaps 
does not enable a very direct answer. 
As you are well aware, relationship of 
bank lines to net working capital and 
net worth varies in different lines of 
business. We would say it was gen- 
erally true that large bank accommoda- 
tion existed in lines of business where 
the element of risk was considered low, 
such as finance companies, factors, etc., 
and also in lines engaged in a one-season 
business, such as flour mills, wool mer- 
chants, cotton merchants, canners, etc. 
Of. course, in the case of the former 
mentioned lines, finance companies and 
factors, it is not uncommon to find bank 
lines aggregating several times the net 
worth of the enterprise. Here, as 
stated, this is largely based on the fact 
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that the element of risk is nominal. 
The flour miller combines to a large 
degree both these factors. He has a 
one-season business, and, in addition, 
has a certain safety in operation by 
means of hedging his purchases through 
actual sales and also sales in-a futures 
market. It is obvious that the nearer 
a concern runs on an even keel the less 
is its need for large bank accommoda- 
tion. The clothing manufacturer mak- 
ing a two-season product is not a bor- 
rower in the same degree as the wool 
merchant or cotton merchant, all of 
which must be in a position to lift their 
full share of the crop when it is ready. 
The canner comes more in this group. 
He, of course, manufactures and is not 
handling a raw commodity (in which 
there is safety as compared to a manu- 
factured specialized product), but his 
product is more or less staple and is 
only largely affected in value by the 
fluctuation in commodity prices. He, 


generally, has not a specialized product 
or a style product manufactured to suit 
the whims and fancies of an ever-chang- 


ing public, and this feature lowers the 
element of speculation in his business. 
His greatest troubles are an over-stock 
beyond his ability to sell, meaning he 
will close the year with a heavy inven- 
tory, and inability to liquidate his debt, 
or, in over-paying for his materials and 
in meeting competitive prices, which 
fluctuate with the commodities market, 
takes a money loss. If his bank accom- 
modation, which will enable him to 
swing his peak volume, is not altogether 
out of proportion to the equity which 
he himself provides, it would likely take 
quite a percentage of drop in commodity 
prices and very high manufacturing 
costs in comparison to competitors’ to 
bring about an insolvent statement of 
his business. 

In the case, you mention bagk lines 
of $1,100,000, back of which he ‘has a 
net working capital of $530,000, about 
50 per cent., plus some equity in plant 
(this fluctuating with circumstances). 
The most interesting phase would be to 
know his debt at the peak season, like- 
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wise to know the amount of merchan- 
dise at the very peak. Assuming the 
cash and receivables are good assets it 
would then be proper to figure what 
percentage of value merchandise could 
drop without seriously affecting the 
finances of the business. It would 
perhaps give some intimation as to 
whether the owners were doing too 
much business for the capital invested. 
We do not believe that any definite 
relationship of bank lines to worth or 
working capital can be established. We 
do believe that lines to such a business 


as this must be based to a large extent 


on the opinion of management. A new 


concern certainly would not be entitled 
to the same consideration as one of 
proven management. Also, perhaps 
there are other factors such as indorse- 
ments, outside means, etc., which would 
enter into consideration. 


QUESTION: A company has been 
banking with us for some time and we 
have made loans to it from time to time 
on a straight note basis. It has three 
subsidiaries, all of which borrow, and 
the parent company indorses for these. 
We have two of these subsidiary loans. 
The subsidiaries do not make very good 
statements because of money which they 
owe, not to the parent company, but to 
other subsidiaries. How would you feel 
about this indorsement? J.H.J. 


ANSWER: It is difficult to talk 
without actual figures, but this situation 
seems rather an unusual one. The debt 
to other subsidiaries is really not sub- 
ordinated by the parent company in- 
dorsement because the position of the 
parent company is merely that of a 
stockholder so far as subsidiaries are 
concerned. It seems evident that any 
loans would have to be based to a large 
extent on the individual statement of 
the particular subsidiary borrowing. Of 
course, if any one subsidiary got into 
trouble it would likely involve all by 
the loaning of one to another so the 
situation as a whole must be considered. 
The consolidated statement of all com- 
panies shauld reflect the general situa: 
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tion, its solvency and set up, and give 
some evidences of the strength of the 
composite picture. Of course, it would 
be further interesting if supported by 
separate balance sheets and earning 
statements to show up any particularly 
weak company or one that might be 
losing money heavily. Your loan to any 
one subsidiary would probably be good 
so long as all subsidiaries kept good. 


QUESTION: Would appreciate very 
much if you would advise the propor- 
tion of line a bank should grant on a 
trust receipt basis as compared to a line 
on a straight note. C. W. B. 


ANSWER: We do not believe that 
we understand your question as you 
perhaps intended it. No relationship 
_ could be established. As a matter of 
fact, it would be our judgment that 
probably the same line would apply 
either way in a majority of cases. This 
matter would be entirely dependent on 
the value of the trust receipt. As you 
are probably aware, in many instances 
where trust receipt deliveries of mer- 
chandise are made it is impossible to 
trace and identify the merchandise, 
which means that you might just as well 
have a straight note. 


QUESTION: In reviewing a state- 
ment what do you regard as the most 
pertinent questions to be asked concern- 
ing current assets of the company in 
order to determine their goodness in as 
simple a manner as possible? 


M.E. W. 


ANSWER: In order to determine the 
goodness of receivables we should say 
it would be desirable to have a classi- 
fication as to age. Where you do not 
deem this procedure advisable would say 
these points: 

a. What part past 90 days old 

b. Are all believed good and collect- 


ible 


c. Any particularly large accounts 


With regard to merchandise we would 
uggest: 


a. How valued 

b. Any obsolete, old or carry-over 
stock 

You appreciate, of course, that though 
the relationship of both receivables and 
merchandise to sales might appear proper 
the actual situation by a break-down in 
line with the above questions would 
permit more of a qualitative analysis. 
the next issue. 


QUESTION: We frequently take 
assignments of life insurance policies to 
secure loans. It has been brought to 
our attention that assignments may vary 
in form and value, and we would 
appreciate your comment as to pro 


cedure. EB. 5.1L. 
ANSWER: We regret we could not 


assemble data in time for this issue. As 
we believe the subject of quite general 
interest we shall endeavor to make 
proper research and give our views in 
the next issue. 


FINANCIAL LIBRARIANS TO 
ATTEND MEETING 


LEADING bank and _ investment librarians, 
members of the national Special Libraries 
Association, have planned a diversified pro- 
gram of activities for the annual convention 
of that organization, to be held in San 
Francisco June 18-21. 

An outstanding feature of the Financial 
Group session on June 18 will be an address 
by Howard Whipple, well known California 
banker and author of magazine articles on 
banking subjects. Another speaker at the 
afternoon session will discuss aids in invest- 
ment research, with particular emphasis on 
western resources of research material. 

The second group meeting will be con- 
fined to a study of the everyday problems 
of financial libraries. A review will be made 
of magazine articles and books in the field 
of finance, appearing during the last year. 
Other subjects which the group will consider 
are handling of newspaper clippings and 
placing of magazine subscriptions. 

Plans for the group program are in the 
hands of Miss Dorothy Watson, Bankers 
Trust Company, New York, who is being 
assisted in ararngements by Miss Eleanor 
Cavanaugh, Standard Statistics Company, 
New York; Miss Ethel Baxter, American 
Bankers Association, New York; Miss Mar- 
guerite Burnett, Federal Reserve Bank of 
New York; and Miss K. Dorothy Ferguson, 
Bank of Italy, San Francisco. 





ADDING VALUE 
TO YOUR EMBLEM 


A knight's shield offered him protection—also a bright surtace on 


which to emblazon his coat-of-arms that all might know him and his 
reputation. 

Your checks can serve you as modern shields, if they are made 
on La Monte National Safety Paper. To your customers, they offer 
security .. . they are safe. To you, they afford a distinctive and color- 
ful background for the effective display of your name and emblem 

. a setting that will convey a sense of your pride and progress... 
a forceful link, too, in the advertising of your service. 

We should like to show you how your emblem would look in 
La Monte National Safety Paper. If you will send us a sample — from 
a letterhead or an advertisement — we'll gladly make up a sketch for 
you, with our compliments. Or, if you have no individual emblem, we'll 
originate one for you, free of cost. George La Monte & Son, 61 Broad- 
way, New York City. 
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FREE — An unusual sample book ,jnggsqfly ONDA a0 F ERY “Rape R 
eerie ls Wan aii esed 


of checks, F-3, made on la Monte © at Ras s 


National Safety Paper. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 


Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


RIGHTS OF BANK PAYING 
CHECK ON FORGED 
INDORSEMENT 


Labor Bank & Trust Co. v. Adams, 
Court of Civil Appeals of Texas, 
23 S. W. Rep. (2d) 814 


DRAWEE bank which pays a de- 
Ave check on a forgery of 
the payee’s indorsement is liable 
to its depositor for the amount and it 
may recover the amount from the col- 
lecting bank, to which the check was 
paid. 
OPINION OF THE COURT 


BARCUS, J.—Defendant in error 
Lynn Adams, hereinafter designated as 
Adams, filed this suit against defendant 
in error Citizens’ National Bank of 
Waco, hereinafter designated Citizens’ 
Bank, and against plaintiff in error 
Labor Bank & Trust Company of Hous- 
ton, hereinafter designated Labor Bank, 
to recover $550.44. The Citizens’ Bank 
filed a cross-action against the Labor 
Bank, asking for judgment over against 
said bank for any amount that Adams 
might recover against it. The Labor 
Bank as well as the Citizens’ Bank were 
each banking corporations. The Labor 
Bank filed its pleas of privilege to the 
cause of action as alleged by Adams 
and as to the cross-action alleged against 
it by the Citizens’ Bank. The pleas of 
privilege, as well as the cause on its 
merits, were tried at the same term of 
court. The trial court overruled both 
f the pleas of privilege and rendered 
udgment in favor of Adams against 
he two banks, jointly and severally, 
nd in favor of the Citizens’ Bank 
vainst the Labor Bank on its cross- 

tion for the amount that the Citizens’ 


Bank was required to pay. The Labor 
Bank alone presents this appeal. 

The material facts are undisputed. 
It appears that Adams is the state dis- 
tributor for Quaker State Motor oil, 
with separate offices in Waco, Austin 
and Houston. He personally has his 
residence in Waco. His brother, J. D. 
Adams, was in charge of the Houston 
office. On August 9, 1928, Adams 
drew a check against the Citizens’ Bank 
of Waco for $550.44, payable to his 
brother, J. D. Adams, which, together 
with a letter, was sent via mail to J. D. 
Adams at Houston. In some way not 
revealed by the record, the check was 
intercepted and was presented to the 
Labor Bank at Houston for payment 
and indorsed by a person who claimed 
to be J. D. Adams, but who admittedly 
was not the J. D. Adams named as 


payee in the check. The Labor Bank, 


without indorsing said check, sent same 
direct to the Citizens’ Bank for pay- 
ment, and same was promptly paid by 
the Citizens’ Bank and charged against 
the account of Lynn Adams, and the 
Labor Bank in turn paid to the party 
who cashed same a part of said money. 
The check was paid by the Citizens’ 
Bank on August 13, 1928, four days 
after it was issued. A few days there- 
after Adams learned through a tele- 
phone conversation with his brother in 
Houston that the check had not been 
received by him, and he immediately 
took the matter up with the Citizens’ 
Bank and learned that the check had 
been paid. The Labor Bank was im- 
mediately communicated with and told 
that J. D. Adams’ name had been 
forged. At said time the Labor Bank 
refused to reveal the amount of money 
in its possession that it had received 
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{rom the Citizens’ Bank on said forged 
indorsement. Adams then sent to his 
brother, J. D. Adams, another check 
for the same amount. Said monev 
originally was intended to be and was 
finally used by J. D. Adams to pay 
the expenses incident to running the 
office of his brother, Lynn Adams, in 
Houston. Lynn Adams then filed this 
suit to recover the amount that the 
Citizens’ Bank had paid to the Labor 
Bank on said check that had been 
paid on the forged indorsement of 
the payee, J. D. Adams. 

The trial court filed findings of fact 
and conclusions of law. 

The Labor Bank, by several proposi- 
tions, contends that the trial court 
committed error in overruling his pleas 
of privilege, both as to Adams’ alleged 
cause of action and as to the Citizens’ 
Bank’s alleged cause of action, claim- 
ing that Adams had no cause of action 
against it, and that the Citizens’ Bank 
could not by cross-action hold it in the 
suit which Adams had brought against 
the Citizens’ Bank in McLennan 
county. Under section 23, art. 5932, 
832 


of the Revised Statutes, known as the 
Negotiable Instruments Act, it is pro- 
vided, in effect, that a party who 
obtains possession of a check through 
a forged indorsement obtains no rights 
thereunder, and that said forged in- 
dorsement is wholly inoperative. The 
overwhelming weight of authority is 
that, where a collecting bank pays 
money on a forged indorsement and 
the check is thereafter forwarded to 
the bank against which same is drawn 
and same is paid, that the collecting 
bank holds said funds for and on 
behalf of the owner of the check, and 
that its payment of the funds to the 
party who committed the forgery, or 
to any other person, does not discharge 
its obligation, and that the owner of 
the check has a right to bring a suit 
direct against the collecting bank that 
has collected the funds on the forged 
indorsement, whether it has paid same 
out or not, and recover the amount 
thereof. Brannon’s Negotiable Instru- 
ments Law (4th Ed.) p. 193; Mer’ 
chants’ Bank v. National Capitol Press, 
53 App. D. C. 59, 288 F. 265, 31 A. 











L. R. 1066; United States Portland 
Cement Co. v. United States National! 
Bank, 61 Colo. 334, 157 P. 202, L. R. 
A. 1917A, 145; Strong v. Missouri- 
Lincoln Trust Co. (Mo. App.) 263 
S. W. 1038; Good Roads Machinery 
Co. v. Broadway Bank (Mo. App.) 
267 S. W. 41; Hope Vacuum Cleaner 
Co. v. Commercial Nat. Bank, 101 
Kan. 726, 168 P. 870. Our Supreme 
Court has specifically held that, where 
a bank has paid checks on a forged in- 
dorsement, it can recover from the 
bank or person from whom it received 
and paid said check the amount of 
money paid out thereon. First Nat. 
Bank v. Wood County (Tex. Civ. 
App.) 294 S. W. 324; Id. (Tex. Com. 
App.) 299 S. W. 856. The law seems 
to be well settled that a bank on which 
a check is drawn is charged with the 
duty to Jetermine whether the drawer’s 
name is forged, but no such duty arises 
or is imposed upon said bank with refer- 
ence to the indorsement of the payee, 
since the bank on which the chech is 
drawn is not presumed to knov che 
signature of the payee therein. aeri- 
can Exch. Nat. Bank v. Yorkvill. Bank, 
122 Misc. Rep. 616, 204 N. Y. 5. 621, 
and authorities there cited. 

The general policy of our courts is 
to, as much as possible, avoid a multi- 
plicity of suits, and they have held 
specifically that all proper parties can 
be joined in one suit, although they 
may live in different counties. First 
National Bank v. Neel (Tex. Civ. 
App.) 10 S. W. (2d) 408; National 
Surety Co. v. Atascosa Ice, Water & 
Light Co. (Tex. Com. App.) 273 S. 
W. 821; Alexander v. Alexander (Tex. 
Civ. App.) 265 S. W. 1072. In Alex- 
ander v. Alexander, supra, the court 
stated: “Every person having a direct 
and ascertainable interest in the subject 
matter of the litigation which may be 
effected by the court’s action in the 
Suit, is a proper party, and if it is de- 
sired to bind him by the judgment of 
the court, it is necessary of course that 
he he made a party for that purpose.” 

Defendants in error contend that the 
court had jurisdiction of plaintiff in 
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error under both subdivision 4 and sub- 
division 23 of article 1995 of the Re- 
vised Statutes; their contention being 
that the Labor Bank was at least a 
proper party if not a necessary party, 
and, further, that the cause of action 
against the Labor Bank arose at least 
in part in McLennan county, since the 
check in controversy was presented by 
the Labor Bank to the Citizens’ Bank 
in McLennan county and the money 
was paid to the Labor Bank on said 
check in McLennan county. The courts 
have uniformly held that in a suit 
against a corporation, venue may be 
laid under subdivision 23 of article 
1995 in the county where any portion 
of the cause of action arose. Texas 
Portland Cement Co. v. Carsey (Tex. 
Civ. App) 3 S. W. (2d) 930; Mer- 
cantile Bank & Trust Co. v. Schuhart, 
115 Tex. 114, 277 S. W. 621; Texas 
Kalamazoo Silo Co. v. Alley (Tex. 
Civ. App.) 191 S. W. 744; San 
Jacinto Life Ins. Co. v. Boyd (Tex. 
Civ. App.) 214 S. W. 482. In order 
for Adams to have recovered against 
either of the banks, it was necessary 
for him to show that the indorsement 
on the check in controversy was a 
forgery. If same was a forgery, then 
the Citizens’ Bank would unquestion- 
ably be liable for the amount thereof, 
and the Labor Bank, since it received 
the money on the forged indorsement, 
would be liable to the owner of said 
check for the amount thereof, and, if 
the Citizens’ Bank was required to pay 
same, it was entitled to judgment over 
against the Labor Bank for the amount 
it had paid said bank on said check. 
At least a part of the cause of action 
growing out of the cashing of said 
check with the forged indorsement 
occurred in McLennan county. We 
think the Citizens’ Bank had a right 
to implead the Labor Bank, and that 
the interests of the respective parties 
were so interwoven that the entire liti- 
gation was properly triable in Mc- 
Lennan county. We overrule all of 
the Labor Bank’s assignments dealing 
with the trial court’s overruling the 
respective pleas of privilege. 
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By other assignments and proposi- 
tions plaintiff in error complains of 
the action of the trial court in making 
certain findings of facts and conclu- 
sions of law. We have carefully 
examined these and do not think same 
show any reversible error. 

Plaintiff in error Labor Bank com- 
plains of the form of the judgment 
of the trial court, its contention . being 
that the effect thereof is to award a 
double recovery against it, in that it 
awards a judgment in favor of the 
Citizens’ Bank against it and Adams 
jointly and severally for $550.44, and 
then in turn awards a judgment in 
favor of the Citizens’ Bank against it 
for a like amount. We do not think 
the judgment of the trial court is 
subject to this criticism. In order, how- 
ever, that there may be no question 
raised with reference thereto, the judg- 
ment of the trial court will be reformed 
to the extent that it shall provide that 
the payment of the judgment rendered 
in favor of Lynn Adams by the Labor 
Bank shall have the effect of canceling 
the judgment recovered by the Citizens’ 
Bank against the Labor Bank. The 
costs are taxed against plaintiff in error. 

As so reformed, the judgment of the 
trial court is affirmed. 


BANK PURCHASING STOCK FOR 
CUSTOMER LIABLE 


Block v. Pennsylvania Exchange Bank, 
New York Court of Appeals, 
170 N. E. Rep. 900 


A bank which purchases through a 
broker shares of stock for a customer 
will not be permitted to refuse to re- 
ceive the shares. If the bank does 
refuse, it will be liable to the broker. 
In this case the plaintiffs, stockbrokers 
in the City of New York, bought 
‘shares of stock and subscription rights 
on the order of the defendant bank, 
which “was acting as agent for a third 
party or parties unknown at said times 
to the plaintiffs.” 

The bank declined to accept the 
certificates when tendered or to pay the 
purchase price. The brokers thereupon 


sold the stock at the market price, 
which had in the meantime declined. 

The Appellate Division dismissed the 
complaint on the theory that the facts 
alleged, even if true, would not state 
a cause of action against the bank. 
This was done on the authority of 
Dyer v. Broadway Central Bank, a 
decision of the Court of Appeals, 169 
N. E. Rep. 635. The court pointed 
out however that the Dyer case was 
different from the present case in that 
the complaint in the Dyer case did 
not state whether the bank ordered the 
shares for itself or for a customer, 
whereas, in the present case it was 
alleged that the bank was acting for 
a third party. 

In a case where it appears that a 
bank is purchasing shares for its own 
use the act would be illegal and the 
bank would not be responsible; but 
where, as in this case, the bank was 
purchasing the shares for a customer 
the act is legal and the bank is liable. 


OPINION OF THE COURT IN PART 


The complaint now at hand has 
transferred the hypothetical transaction 
from conjecture to reality. “The de- 
fendant was acting as agent for a third 
party or parties unknown to the plain- 
tiffs.” We find nothing in such a 
statement that bespeaks a departure by 
the bank from the functions and activi- 
ties appropriate to banking. “The 
central function of a commercial bank 
is to substitute its own credit, which 
has general acceptance in the business 
community for the individual's credit, 
which has only limited acceptability.” 
Willis & Edwards, Banking and Busi- 
ness, p. 74. A bank “manufactures 
credit by accepting the business paper 
of its customers as security in exchange 
for its own bank credit in the form 
of a deposit account.” Holdsworth, 
Money and Banking, p. 182. “It stands 
ready to exchange its own credits for 
those of its customers.” Westerfield, 
Banking Principles and Practice, p. 71; 
cf. Langston & Whitney, Banking 
Practice, p. 309; Kniffin, Commercial 





THE BANKERS MAGAZINE 


Banking, vol. 2, p. 511; Fiske, The 
Modern Bank, p. 154. Whatever is 
an appropriate and usual incident to 
this substitution or exchange of credits, 
instead of being foreign to the func- 
tions and activities of banking, is in 
truth of their very essence. It is the 
end for which a bank exists. 
Indisputably the defendant would 
have kept within its charter if it had 
made a loan of money wherewith to 
enable a customer to buy securities for 
himself. It could not have done an 
act more characteristic of the banking 
business. Having power to loan, it 
had power as an incident to receive 
securities as collateral, and to use the 
proceeds of the loan, if so a:thorized 
by the borrower, in acquiring 
securities and subjecting them the: 
after to its possession and dominion. 
This would not be doubted if, in 
ordering the securities, it had given up 
the name of its customer with the re- 
sult that the brokers would look to 
the customer as principal. We think 


its power does not fail where it buys 


in its own name; the moneys being 
already in its coffers either through 
previous deposits or as the proceeds 
of a discount. We are told that, in 
giving an order in its own name, it 
augments the risk of the transaction. 
Negligence or mistake in the transmis- 
sion of the order might lead the cus- 
tomer thereafter to repudiate the pur- 
chase, in which event the bank would 
hold the securities as owner. We may 
doubt whether the risk would be greatly 
different if the bank in transmitting 
the order were to give up the name 
of its customer as principal. There 
would go with the order even then an 
implied warranty of authority, and the 
customer might repudiate the purchase 
if there was a departure from his man- 
date. But risk without more does not 
serve as a decisive test of power and 
icyality. The bank might have opened 

credit in favor of the brokers, to be 
vailable of by drafts when accom- 
panied by shares of stock. The risk 

uld be substantially the same, yet 

one would doubt that the transac- 
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tion would be within the range of 
banking power. Every day banks sub- 
ject themselves to a like risk of liability 
when upon the instructions of a cus- 
tomer they take up drafts with bills of 
lading attached. A failure to scrutinize 
with care the recitals of the documents 
or a departure in some trifling detail 
from the letter of the mandate may 
charge the mandatary with loss or with 
the obligations of an owner. Laudisi 
v. American Exchange Nat. Bank, 239 
N. Y. 234, 146 N. E. 347; Lamborn v. 
National Park Bank of New York, 240 
N. Y. 520. 148 N. E. 664. Risk of 
loss there aiso is when a bank assumes 
an oblig:t! to establish a credit by 
cablegri : otherwise with a foreign 
yrresr ent (Richard v. American 
ank, 241 N. Y. 163, 149 N. 
338 43 A. L. R. $12; Richard v. 
Credit Suisse, 242 N. Y. 346, 152 N. 
E. 110, 45 A. L. R. 1041), or accepts 
checks or coupons for collection (Na- 
tional! Revere Bank of Boston v. Na- 
tional Bank of Republic of New York, 
172 N. Y. 102, 64 N. E. 799), or 
issues a letter of credit. The test of 
power in all such cases is not the 
presence of the risk, or its absence, 
unless it be so inordinate as to be a 
speculative enterprise (Jemison v. Citi- 
zens’ Sav. Bank of Jefferson, 122 N. 
¥. 135, 25 NN. ©. 264, 9 L.. Rw. 706, 
19 Am. St. Rep. 482); the test is the 
relation of the act to that substitution 
of credits which is of the essence of the 
banking function. Whatever risk is 
incidental to the fulfillment of that 
function, according to the practice of 
banking as it has developed in these 
days, is to be accepted and suffered as 
one of the perils of the business. 

There is no question that the prac- 
tice of banking as it has developed in 
our day upholds the purchase of securi- 
ties for the benefit of customers whose 
deposit accounts are sufficient, as the 
result of loans or otherwise, to justify 
the credit. The practice: is so general 
that it may be the subject of judicial 
notice. In many banks special depart- 
ments are organized for that very pur- 
pose. All this was elucidated in our 
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opinion in Dyer v. Broadway Central 


106 N. E. 974. It is enough indeed 
Bank, supra. Hubbs, J., writing for 


to recall that a bank for savings, un- 


the court, reminded us that many de- 
positors are accustomed to deal directly 
with their banks in the purchase of 
securities; that the validity of the prac- 
tice has had tacit recognition in our 
decisions (Central Nat. Bank of City 
of New York v. White, 139 N. Y. 
631, 34 N. E. 1065; Le Marchant v. 
Moore, 150 N. Y. 209, 44 N. E. 770); 
that it has never been questioned by 
the superintendent of banks or other 
administrative agencies; and that “the 
transactions of banking in a _ great 
financial center are not to be clogged, 
and their pace slackened, by over- 
burdensome restrictions” (Whiting v. 
Hudson Trust Co., 234 N. Y. 394, 
406, 138 N. E. 33, 37, 25 A. L. R. 
1470; cf. Empire Trust Co. v. Cahan, 
274 U. S. 473, 480, 47 S. Ct. 661, 
662, 71 L. Ed 1158, 57 A. L. R. 
921). At the same time the case of 
Jemison v. Citizens’ Sav. Bank of 
Jefferson, supra, was sufficiently dis- 
tinguished. Cf. Hotchkin v. Third 
Nat. Bank of Syracuse, 219 Mass. 234, 
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like a bank of discount, is merely a de- 
pository and not a medium for the 
exchange of credits. In principle at 
least, the line of demarcation is not 
doubtful, however much it may be 
blurred at times by the encroachments 
of obscuring facts. On the one side 
are speculative purchases for the bene- 
fit of the bank itself, or in aid of some 
transaction foreign to the banking func’ 
tion. On the other are transactions 
where the pledge of the credit of the 
bank is tributary to an exchange of 
credit for the accommodation of a cus 
tomer. 

We have considered one set of cir 
cumstances in which a purchase of 
shares for the benefit of a customer 
is an exercise of banking powers. Not 
improbably there are others. There is 
no occasion to develop them. On the 
other hand, we do not say that there 
may not be still other situations in 
which a purchase for a stranger, of 
even for a customer, would be foreign 
to any function appropriate to the 
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banking business, and so forbidden by 
the statute. If such situations can be 
imagined, there is nothing on the face 
of this complaint to give token of 
their existence. 


PAYMENT OF CHECKS AFTER 
RECEIVER APPOINTED 
FOR DRAWER 


Bright v. Laketon State Bank, Appellate 
Court of Indiana, 170 N. E. 
Rep. 108 


Where the cashier of a bank pays 
checks drawn upon the bank by a 
corporation, after the bank has notice 
that a receiver has been appointed for 
the corporation, the cashier and the 
sureties on his bond will be responsible 
to the bank for the amount lost by it 
as a result of the payment of the 
checks. A statement of the facts in- 
‘olved in this case and the reasons 
siven by the court for holding the 
cashier and his sureties responsible will 

iound in the paragraphs of the 

'’s Opinion given below. 


OPINION OF THE COURT IN PART 


The facts as found by the court are 
in substance as follows: Bright was 
cashier of the bank from July, 1923, 
to July, 1926. He gave a bond in the 
sum of $5,000, with the surety com- 
pany as surety, conditioned that Bright 
would faithfully and honestly dis- 
charge his duties as cashier. The 
Farmers’ Elevator Company, a corpora- 
tion, operated an elevator at Laketon. 
On July 16, 1925, and prior thereto, 
said company was insolvent, and on 
that day the Wabash circuit court ap- 
pointed George C. Baker receiver 
therefor. Baker qualified as such re- 
ceiver, and took over the assets of 
the company, and before noon on said 
day went t the place of business of 
the bank, and notified Bright as such 
cashier that he had been appointed 
receiver, and that he had taken over 
the management and control of the 
property and affairs of the elevator 
company. The elevator company, at 
that time, had an account with the 
bank with $158.01 to its credit, and, 
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when Baker notified Bright of his ap- 
pointment as receiver, Bright trans- 
ferred the $158.01 to the account of 
Baker as receiver. 

At the time said account was so 
transferred, Baker, as _ receiver, bor- 
rowed of the bank $500, and issued to 
the bank a receiver's certificate therefor, 
and this $500 was also placed in the 
account to the credit of the receiver. 
When Bright received notice of the 
appointment of the receiver, and when 
the account of the elevator company 
was transferred to the receiver, there 
were outstanding checks, eleven in 
number, issued by the elevator com- 
pany, and aggregating $1,606.60. Be- 
tween July 16, and July 23, 1925, and 
after the account of the elevator had 
been transferred to the receiver, said 
eleven checks were presented to the 
bank for payment, and were paid 
by Bright as cashier out of the money 
of the bank. After paying said 
checks, Bright charged them upon 
the books of the bank to the account 
of the receiver. Each of said checks, 


except one for $18, was given in pay- 


ment of merchandise, for which the 
elevator company was justly liable. 
The $18 check was given for labor 
performed, and constituted a preferred 
claim against the receiver. The bank 
is liable to the receiver for the amount 
so paid out on said checks, and lost 
the amount so paid out, less the $18. 
The court found that the surety com- 
pany was a surety on the bond, and 
that it is entitled to have the property 
of Bright first exhausted. 

Upon these facts the court concluded 
as a matter of law that the plaintiff 
was entitled to recover from the de- 
fendants $1,722.28, and _ that the 
property of Bright should be exhausted 
before any levy should be made on the 
property of the surety company. 

The errors assigned challenge the 
correctness of the conclusions of law 
and the action of the court in over- 
ruling the motion for a new trial. 

The relation between the bank and 
the receiver was contractual, under 
which the bank assumed the risk of mis- 


payment of checks not signed by the 
receiver. Bank of Brunswick v. Thomp- 
son (1917) 174 N. C. 349, 93 S. E. 
849: National, etc., Ins. Co. v. Mellon 
Nat. Bank (1923) 276 Pa. 212, 119 
A. 910. The appointment of the re- 
ceiver for the elevator company brought 
the property of the elevator company, 
including the money on deposit in the 
bank, into the jurisdiction and custody 
of the court, and the bank, after notice 
of such appointment, had no right or 
authority to pay checks theretofore 
issued by the elevator company out of 
the money on deposit in the name of 
the elevator company, or in the name 
of the receiver. The insolvency and 
the appointment of a receiver for the 
drawer of a check revokes the authority 
of the payee to collect it and of the 
bank to pay it, except that, if the 
bank pays it in good faith without 
notice, it is protected. 

In support of the contention that 
the court erred in its conclusions of 
law, appellants (the defendants) con- 
tend that under the facts the bank 
became the equitable owner of the 
checks which had been paid by Bright 
as cashier after notice of the appoint- 
ment of the receiver, and that as such 
owner it could, in an action by the 
receiver, set off, against any claim 
made by the receiver on account of 
said checks, the claims the holders of 
such checks would have had against 
the receiver if the checks had not been 
paid by Bright out of the funds of 
the bank, and that, since the elevator 
company was liable for the amount 
of the checks, the receiver cannot 
escape such liability because of the mis- 
take of Bright in paying them. 

The inference to be drawn from this 
contention is, that it is the theory of 
appellants that the bank had no right 
to maintain this action until after it 
had filed a claim against the receiver, 
and there had been a judicial deter- 
mination of the extent of the liability 
of the bank to the receiver, taking into 
consideration the rights of the holders 
of the checks to a set-off against the 
claim of the receiver. It appears that 
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Bright paid each of the several checks 
out of the money of the bank, and 
thereafter charged them against the 
account of the receiver by reason of 
which the bank became liable to the 
receiver for the amount so charged 
against the account. Bright, as cashier, 
had no right or authority to pay the 
checks. His act in paying them was 
wrongful. By so paying them, he 
failed to faithfully perform his duties 
as cashier, thus committing a breach of 
his bond, and a cause of action immedi- 
ately arose in favor of the bank against 
the cashier and the surety company on 
the bond of such cashier. It was the 
duty of the bank upon discovery of 
the wrongful conduct of its cashier in 
charging the amount of the checks 
against the account of the receiver to 
correct that error and charge the 
amount off that account. 

When the account in the bank was 
transferred from the elevator company 
to the receiver, the bank contracted 
with the receiver that it would pay the 
money out on his check, and on none 
other. It had no right to charge any 
part of the checks against the account 
of the receiver. It had no right to 
charge the $18 check to that account, 
but appellants are in no position to 
complain, because the court gave them 
credit for that amount upon the theory 
that it was a preferred claim. The 


court did not err in its conclusions of 
law. 


DEPOSITOR LIABLE FOR OVER- 
DRAFT CHECK CERTIFIED 
THROUGH MISTAKE 


Title Guarantee & Trust Co. v. Emadee 
Realty Corporation, New York 
Supreme Court, 240 N. Y. 
Supp. 36. 


A depositor who overdraws his ac- 
count is liable to the bank for the 
amount of the overdraft. The drawing 
of a check by a depositor in a sum 
greater than the amount he has on 
Ccposit, in itself, implies a promise on 

part of the depositor to repay to 
bank the amount by which the ac- 
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count is overdrawn, and the bank may 
maintain an action against the depositor 
to recover such amount. 

This proposition holds though the 
bank pays the overdraft check in the 
mistaken belief that it is drawn against 
sufficient funds. 

In the present case it is held that 
the depositor was liable even though, 
through mistake, the bank certified a 
check prior to its payment. 


OPINION OF THE COURT 


Upon a reconsideration of the issue 
herein involved, I am satisfied that the 
plaintiff is entitled to the relief orig- 
inally sought. It is alleged that on or 
about the 24th day of April, 1929, the 
defendant made and delivered a certain 
check drawn on the plaintiff's banking 
institution in the sum of $848. Upon 
presentation to the plaintiff the check 
was certified and the amount subse- 
quently paid to the holder thereof. It 
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is further claimed that at the time of 
the said payment the defendant depositor 
had on deposit the sum of $64.38 only. 
Defendant by way of answer sets forth 
that the plaintiff cannot recover because 
the certification of the check and the 
payment thereof was due to the negli- 
gence of the plaintiff in not verifying 
the amount defendant had on deposit. 
Plaintiff originally moved for judgment 
on the pleadings on the ground that the 
negligence of the plaintiff in certifying 
the check was no defense to the action; 
that it was an action for money paid, 
laid out, and expended on behalf of the 
defendant and was in the nature of an 
overdraft. 

Aftet reconsidering the proposition 
involved, the court is of opinion that 
as between the maker of the check and 
the bank the question of the latter's 
negligence in honoring the instrument 
is immaterial. Without question, “as 
between a banking firm and a depositor 
not a member of the firm, an overdraft 
is a loan. The payment of the latter’s 
check when no funds stand to his credit 
is an advance by the firm of its own 
money, for the repayment of which, 
with the lawful interest, the customer 
is liable. It is payable absolutely and 
in full, without abatement or con- 
tingency, and so constitutes a loan in 
all its characteristics.” Payne v. Freer, 
91 N. Y. 43, 48, 43 Am. Rep. 640. 
Assuming the bank had not certified the 
check, but had honored it, nevertheless 
by payment to the proper holder there- 
of upon presentation. Would the de- 
fendant in such event be in a position 
to successfully meet with the bank’s 
demand for reimbursement for the over- 
draft? The case quoted above is the 
negative answer to such proposition. 
The defendant in the instant case admits 
the overdraft, but sets forth that due to 
the negligence of the bank in certifying 
the check he may shield himself behind 
such negligence in resisting the bank’s 
claim for payment on the overdraft. 
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However, whether or not the check was 
certified or paid without certification, 
the liability of the defendant to make 
good the difference between the amount 
paid by the bank and the amount on 
deposit is unaffected. Morse on Banks 
and Banking, vol. 1, § 360. In either 
event the depositor, having initiated the 
circulation of the instrument in question, 
must in conscience and in law bear the 
ultimate consequence thereof. A case 
apropos of the present situation is found 
in Prowinsky v. Second National Bank, 
49 App. D. C.-363, 365, 265 F 1003, 
12 A. L. R. 358. That was an appeal 
from the Supreme Court of the District 
of Columbia in an action brought by 
the Second National Bank against Joseph 
A. Prowinsky to recover an overdraft 
of $1,009.93. The court stated in part: 
It appears that the defendant at various 
times deposited and withdrew on his 
account, reducing the balance to $26.87. 
Prowinsky then drew a check in the sum 
of $1,036.80, which the cashier certified 
as good. This check was later negoti- 
ated and paid, and when the mistake 
was discovered demand was made upon 
the drawer, the said Joseph A. Prow- 
insky, who denied liability thereon. 
Plaintiff set up as a defense that upon 
inquiry at the bank he was informed 
that his balance was $1,036.80, where- 
upon he drew the check, supposing that 
that amount was corrected and that the 
account was settled. The. court: below 
held that this presented no issue of fact, 
and stated further that it was not a case 
of a paying bank attempting to hold a 
payee of the check who was not the 
drawer of the check. The action here 
is against the drawer of the check, and 
whether the check is certified or not, it 
merely amounts to an overdraft for 
which the bank may sue in indebitatus 
assumpsit for money paid to his use. 

The motion for judgment on the 
pleadings as sought by the plaintiff is 
granted. 





The Bank of France, from a drawing by Alfred C. Bossom. 


Napoleon Bonaparte and the Bank 
of France 


By PrERRE CRABITES 


parte was a banker in the modern 
sense of the term. The campsores 
of the Rialto, the leading spirits of the 


| DO not say that Napoleon Bona- 


Amsterdamshe Wisselbank and _ the 
active men of the old Bank of Hamburg 
would be nonplussed by the daily 
routine of a twentieth century trust 
company. And yet these Italians, Hol- 
landers and Germans were among the 
outstanding financial magnates of their 
day. It, therefore, does not follow that 
because the great Corsican would have 
been out of his element were he placed at 
a desk in a present day New York bank, 
that his name is not written larger in the 
history of banking than is that of any 
other man of Continental Europe. 

He is now as much the guiding spirit 
of the Bank of France as he was when 
that institution was founded in January, 


1800. Such a tribute may be paid to 
few whose names are associated with 
banking. It fixes Napoleon’s standing 
in the world of finance. 

French banking conditions were in a 
sorry plight when the First Consul 
threw his personality into the balance. 
It was not the revolution which brought 
about this chaotic condition. That up- 
heaval merely accentuated an unhealthy 
state of affairs. French banking, as 
opposed to mere routine financial opera- 
tions, hit the rocks largely because it 
had made a bad start. It simply could 
not right itself until the overshadowing 
prestige and matchless energy of Bona- 
parte put it on the proper keel. And 
the point which I am endeavoring to 
make is that the very timber which he 
put into place in 1800 is still in use 
today. 
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THE FIRST FRENCH BANK OF ISSUE 


It will be recalled that the first French 
bank of issue, originally called the 
Banque Generale, was established by 
John Law in 1716. Two years later 
this Scotsman converted the child of his 
fancy into the Banque Royale. It had 
a tremendous vogue. Louis XV became 
enamoured of it. The King guaranteed 
its notes. But Law was decades ahead 
of his age. And, besides he overbet his 
hand. His “Mississippi bubble” finally 
burst. When it did, shoe-string mil- 
lionaires became paupers, land owners 
debtors and merchants bankrupts. 

The old regime made various attempts 
to put banks of issue upon a sound basis. 
But legislation could do little to beget 
confidence. The best that it could do 
was to keep afloat such small institutions 
as appealed to a limited field. This im- 
plied a circumscribed zone of influence. 
It meant that nothing could be accom- 
plished upon a large scale because the 


public was wary, effort scattered and 
the stake too small to appeal to men of 
broad vision. Moreover, when the 
embers of the revolution were still 
glowing there was not that sense of 
security which is a condition precedent 
to any hope of readjusting an intoler- 
able condition. 

As soon as Bonaparte took over the 
reins of executive power he made up his 
mind to put the finances of France into 
proper shape. He considered that com- 
merce was the backbone of England. 
He, therefore, determined that, by build- 
ing up a commercial fabric more exten- 
sive than that of his rival, his country 
should capitalize the spirit of confidence 
which his rule had engendered. 

He believed in centralization. Diversi- 
fication of effort was anathema to him. 
He thought in terms of trusts, that is 
to say he was a firm advocate of group- 
ing interests and of coordinating out- 
put. In other words, when he whipped 
his financial creation into its definitive 
form he saw to it that France should 
have but one bank of issue and that the 
institution so favored should be a cor- 
poration under state control. 


NAPOLEON ON GOVERNMENT SUPER’ 
VISION 


One is able to gauge his point of view 
as to the extent of this governmental 
supervision from certain remarks made 
by him at a somewhat later date. I 
refer to the sessions of the Conseil d’Etat 
held in the spring of 1806. The Em- 
peror then said: 

“T distinguish in the Bank of France 
three distinct powers. They are: (1) 
that of the 200 shares holders who make 
up the Committee; (2) that of the Coun- 
cil which is composed of the Regents 
and of others, and (3) that of the State 
appointed Governor. 

“The influence of the last of these 
groups should predominate. I assure it 
this supremacy because I champion the 
right of the Governor of the Bank to 
control that institution. I do not mean 
by this that the bank should be blindly 


docile to his will. I mean simply and 
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solely that the establishment should be 
an auxiliary of the Treasury. 

“This Bank does not belong ex- 
clusively to its stockholders. It belongs 
also to the State because it is the State 
which has given it the right to coin 
money. A meeting of shareholders is 
nothing but an electoral college. Noth- 
ing would be more pernicious than to 
consider that stockholders are the sole 
owners of this Bank. Their interests, 
on the contrary, often run counter to 
those of the Corporation. Shares of 
stock give their holders an interest in 
the plant just as the real estate owned 
by a citizen gives him a stake in the 
community and an incentive for con- 
cerning himself with the welfare of the 
State.” 

It may be said that such glittering 
generalities mean but little. They sketch, 
however, a general outline of what 
Bonaparte had in the back of his head. 
He spoke much more clearly and to the 
point when he said: 

“The State has nothing to do with 
discounting paper. It has a right of 
inspection and of opposition. It is a 
censor.” 

Nevertheless, when he launched his 
bi 1k project he felt that he was devis- 

y something new and that his personal 

art in the enterprise was not merely 

at of a censor. He looked upon him- 
‘Ss a creator. This is what he re- 
ar!.cd to his minister, Mollien: 

“rcance has no Bank worthy of the 


name. It will be several years before 
we have one. This is so because France 
has no men who understand what a 
Bank really is. A race of banking men 
must be created.” 

The institution called into being under 
these auspices is both a bank of issue and 
a general banking house. It should 
have as its slogan: “no business is too 
large or too small for us.” It is the 
financial bulwark of French industry 
and commerce. Bills as low as 5 francs 
are admitted to discount, or at least 
were before the franc went to pieces. 
During a recent year about 232,000 
notes of Jess than two dollars in value 
were discounted. Loans of as small an 
amount as 50 are frequently granted. 
In other words, that studious regard for 
the little fellow “with a woolen sock,” 
which is characteristic of France, now 
dominates the Bank of France as much 
as it does the entire Gallic economic 
horizon. This policy was impressed 
upon the financial offspring of the Little 
Corporal because he wanted it to be 
typically French. It has survived many 
decades and great wars largely because 
it reflects as accurately the soul of the 
nation of 1929 as it did that of its fore- 
bears of 1800. 

The capital stock of this Napoleonic 
creation was originally fixed at 30,000,- 
000 francs divided into 30,000 shares 
of a par value of 1000 francs. The 
French state took a block of 5000. And, 
in order to give a tangible form to his 
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blessing, and at the same time steer clear 
of speculating in a quasi-state enterprise, 
Bonaparte subscribed for thirty shares. 
Ten were taken by Hortense, his step- 
daughter, and small blocks by Duroc, 
Sieyes, Murat and others. 


EARLY DIFFICULTIES 


No blowing of trumpets marked the 
opening of the Bank of France. On 
the contrary, although it was known to 
be high in the favor of the group then 
in the ascendancy, eighteen months 
elapsed before it was able to raise the 
initial capital of 30,000,000 francs. 
When it opened its doors in February, 
1800, but 7590 shares had been placed, 
including the 5000 taken by the State. 

With these figures staring one in the 
face it is not difficult to picture the 
hesitancy of the public to do business 
with the bank. The management did 
not seek to ingratiate itself by shower- 
ing favors upon those who gave their 
patronage to the new institution. On 
the contrary, to quote the words of a 
French authority, the policy of those 


846 


promptly, Foreign and Mexican Money bought and sold at best market rates. 
a general business in its capacity of Bank of Deposit and Discount. 
on balances in Mexican Gold and Silver, Dollars and European money. 
ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 
The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, 
free of charge by the head office in Mexico City, 
in the principal cities and towns in the Republic of 
These cheques are received in payment of services by all Mexican Federal 
Post Office and Telegraph, also by Railways, 


INFORMATION BUREAU FOR TOURISTS IS MAINTAINED 
ITS FOREIGN DEPARTMENT CORDIALLY INVITES YOUR CORRESPONDENCE 


STULL LLL LALLA LLLo PLO LLL LoL LLO LOL Lo LLLP Loo LLo LoL LULL Poo Leo PPo LOU EPo Poo LPeo PUPP LPP PoP Pbo Poe POPOL 


Transacts 
Interest credited 


payable 
their 26 Branches and numerous 


Cable 


OMAUAELTAUAEAEALAELEADATADAEU AEA TA AANA AGATE EA TUE A AAA TA UE 


in control “was guided by a prudence 
which was not timidity.” Such tactics 
were probably the very best that could 
have been devised. At all events, with 
law and order assured by Bonaparte, 
they permitted the bank to declare, in 
1802, a dividend of 50 francs per share 
upon the 14,800 then outstanding. 

This melon-cutting put the stock at 
1300 francs on the Paris Bourse. And 
then those directors who were “prudent 
but not timid” did some twentieth 
century financing. They issued the 
15,200 shares still in the treasury. They 
offered them to the old stockholders, in 
proportion to their holdings, at par and 
accrued interest, that is to say, at 1060. 
This decision raised a howl. Mollien, 
the Minister before referred to, fulmi- 
nated. He wanted the bank to profit 
by the 1300 quotation. But the trade 
went through just the same. 

Such prosperity did not escape the 
attention of bank-note counterfeiters. 
They had specialized in imitating the 
assignats of Revolutionary days. In 
fact, it is said that a neighboring state 
had paid -them to falsify these old bits 
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of paper. It became known that fraudu- general conditions were such that Bona- 


lent bills, in imitation of the 500 francs 
and 1000 francs issue of the Bank of 
France, were in circulation. The public 
began to ask itself whether wholesale 
counterfeiting measures, similar to those 
of the Assignat days, where going to be 
applied to the new bank notes and to 
those of other banks. This frame of 
mind tended to undermine confidence. 
It brought a new factor into play. It 
affected the basic principle underlying 
all paper money issued in France. 

Bonaparte was alive to the danger 
which thus menaced French credit. He 
recognized that he was confronted with 
a condition and not with a theory. His 
practical common sense came into play. 
He sought a solution which would be 
workable even if it were not ideal. 
Here are the words which he used one 
day when wrestling with a problem 
connected with the bank: “Je cherche 
le positif du bien et non Videal du 
mieux.” This may be freely translated 
to read: “I strive for a positive good 
and not for perfection.” 


CENTRALIZATION AS A REMEDY 


Face to face with this counterfeiting 
menace and with other banking worries 
the First Consul fell back for a solution 


upon his love for centralization. Two 
other houses, one known as the Caisse 
d’Escompte du Commerce and the other 
as the Comptoir Commercial, were then 
banks of issue. The former of these 
got into hot water when one of its 
active men made away with part of its 
assets. The latter, however, appears to 
have been fundamentally sound. But 


parte considered that France should 
have but one bank of issue and that this 
favored institution should be his bank, 
the Bank of France. 

After considerable discussion a gen- 
eral law was voted which provided, 
among other things, that 

(1) beginning 1 Vendemiaire year 
XII (September 24, 1803) France 
should have but one bank of issue to 
be known as the Bank of France. 

(2) the capital stock of that institu, 
tion was raised to 45,000,000 francs, 
and 

(3) no dividends may be paid in 
excess of 6 per cent. per annum. All 
greater profits shall be turned into a 
reserve fund. A superdividend of § 
per cent. may, when earned, be paid 
out of accumulated reserves. 

The new block of 15,000 shares was 
primarily allotted to the stockholders of 
the two banks before mentioned. The 
Comptoir Commercial, nevertheless, did 
not retire from the general banking field. 
The bulk of the increased capital was, 
therefore, taken by the Caisse d’Es- 
compte du Commerce group. It became 
afhliated with the Bank of France. 

But while thus favored by the Con- 
sulate the government did not seek to 
make a puppet out of the Bank of 
France. One notes that while the Man 
of Destiny complained of the hard 
bargain which the bank drove with the 
treasury, no attempt was made by him 
to force the financiers to their knees. 
I see in this orientation of the relation- 
chip between the state and the bank 
further proof of the abiding common 
sense of Bonaparte. It would have been 
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easy for him to have cracked his whip. 
The bankers would, for a time, have 
danced to his music. The effect, how- 
ever, would have been disastrous to 
French credit. It would, eventually, 
have defeated the very purpose which 
he had in view. As it is his self- 
restraint has had its effect in definitely 
establishing the essential liberty of action 
of the Bank of France. 

Mollien bitterly resented what he con- 
sidered the unfair tactics of the bank 
management. He wanted Bonaparte to 
insist that something should be given to 
the treasury in return for the favor 
shown to the bank. But the Soldier 
took the position that the corporation 
had been formed to assist in the devel- 
opment of French commerce and that 
if it brought this about, the resulting 
beneficent effect would react upon 
government rentes and thus be of im- 
mense benefit to the state. 


HARD TIMES IN 1803-1804 
Hard times, however, began to make 


themselves felt. War raged. French 
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finances were adversely affected. The 
1803-04 trial balance did not read well. 
The government, nevertheless, expected 
to receive a substantial sum as a result 
of the cession of Louisiana to the United 
States. It also counted upon getting 
gold from Spain. These two sources 
were depended upon to produce 80,000,- 
000 francs. Instead of cash, disappoint: 
ment, not large sums, were forthcoming. 

And about this time it was ascertained 
that about 4000 shares of the capital 
stock of the enterprise had been pledged 
to it as a guarantee for loans made to 
shareholders. Amounts as high as 5000 
francs per share were advanced. This 
accommodation was as impolitic as it 
was illegal. It aggravated Napoleon. 
He gave vent to his displeasure in a 
letter written to Barbe-Marbois on 
August 9, 1805. Here is what he said: 

“What you have told me about the 
bank calls for an explanation. If the 
reserve fund is small that is the fault 
of the bank. It is because too many 
small notes are negotiated without suf- 
ficient merchandise back of them. This 
will go on as long as they lend money 
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And, besides, this is 
It is my desire that 
It is the 


on their stock. 


against the law. 
this form of discount stop. 
source of all of the trouble.” 

The Bank of France, about this time, 
found itself face to face with a serious 


condition. The crisis likewise applied to 
the French Treasury. The Emperor 
seems to have been alive to the predica- 
ment of the bank but does not appear 
to have suspected that the state finances 
were also entangled. At all events he 
wrote on August 24, 1805 that: 

“The treasury should aid the bank. 
Nothwithstanding the bad spirit and the 
distrust which animate several of the 
regents, I shall, if need be, go so far 
as to stop the pay of my troops in crder 
to sustain the bank.” 

This resolute attitude could not, how- 
ever, stem the tide. The public became 
panicky. Masson, the historian, implies 
that returned Royalists, the English and 
financiers in the pay of England con- 
pred to wreck the Bank of France in 
order, as he puts it with patriotic elo- 
quence, “to stop Napoleon in full march 
on Vienna.” 
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Whether all this righteous indignation 
about diabolical plots be or be not justi- 
fied by the sober facts, it is neverthe- 
less, true that “the sun of Austerlitz” 
dissipated these financial clouds. That 
historic battle was fought in Moravia 
on December 2, 1805. The Victor had 
no railroads, automobiles or airships to 
carry him to Paris. But he got back 
there in a hurry and, as early as Janu- 
ary 27, 1806, presided over what is 
referred to as a grand conseil of the 
regents of the bank. The meeting was 
a stormy one. Barbe-Marbois was 
handled quite roughly. He was, in fact, 
deposed and his chairmanship given to 
Mollien. Napoleon did more than 
merely occupy the chair at this gather- 
ing. He took a prominent part in the 
deliberations. He hammered away at 
the idealogues who had, so he thought, 
largely contributed to the trouble. 

He felt so bitterly the mistakes of 
these theorists that he seems to have 
gone, for a moment, to the other ex- 
treme. I say this because he argued 
that the administration of the bank, 
probably as opposed to its technical 
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management, should be placed in the 
hands of what he styled “a class of men 
foreign to the bank.” He also insisted 
that the state should have a free hand 
in choosing the governor of the bank 
and his deputies. 


REORGANIZATION IN 1806 


All of this upheaval resulted in the 


reorganization of the company. Its 
charter was amended April 22, 1806, 
and the capital increased to 90,000,000 
francs. The new by-laws set forth that 
the management of the remodelled insti- 
tution shall be vested in: 

(1) a governor and two sub-governors 
nominated by the state but paid by the 
bank, and 

(2) a Conseil de Regence, composed 
of fifteen regents and three censors, 
elected by a general meeting of all of 
the stockholders. 

It was specifically decreed that five of 
these regents and the three censors 
should be chosen from among such 
manufacturers or merchants as were 
stockholders. It was also ordained that 
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three other regents should be selected 
from among a certain category of 
government officials known as receveurs 
generaux des finances, that is to say 
from among the outstanding men of the 
financial branch of the French bureau- 
cratic system. It was further provided 
that for the seven remaining seats on 
the board of directors the general meet- 
ing could elect any French citizen whom 
it pleased to favor. 

The Imperial authorities chose a 
Monsieur Cretet to be the first governor 
of the reorganized plant. He is described 
by Bigo, who has written a valuable 
book on the origin of the Bank of 
France, as “a man who had begun his 
career as a manager of an insurance 
company, traveled in America, seen a 
great many things and remembered 
them.” 

Napoleon believed in this wide-awake 
observer. It is affirmed that the Em- 
peror loaned his appointee the 100 
shares of stock which the latter was 
required to deposit as a bond. This 
favorite was not a rubber stamp man. 
The French say that “l’on ne s'appuie 





BANKERS INVITED 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 





que sur ce qui resiste.’ This maxim, 
translated into English, says that “one 
may put one’s weight only upon such 
things as resist.” The creator of the 
Bank of France placed his faith - in 
Cretet because the new governor knew 
how to resist whenever the government 
asked for something to which it was not 
entitled. 

Under the Cretet administration the 
bank prospered. It survived the on- 
slaught of Leipsig. It outlived Water- 
loo. It saw the Bourbons give place to 
the House of Orleans, the second Re- 
public replace the July Monarchy, and 
the second Empire restore a Napoleon 
to the throne and lead France to Sedan. 
It witnessed the birth of the third Re- 
public, financed the huge indemnity paid 
to Germany and helped to find money 
to carry on the Great War. It has 
lasted these many years and traversed 
these numerous pitfalls because Na- 
poleon Bonaparte created an institution 
which is as essentially French as is the 
genius of Moliere. In a word, the 
great Strategist founded a race of bank- 
ing men who are Gauls to the core. In 
fact, so absolutely French is this line of 
bankers that American men of affairs 
cannot understand them. 


FRENCH METHODS ARE DIFFERENT 


It is in the interest of Franco-Ameri- 
can trade relations that we look this fact 
squarely in the face. Americans are 
able to shop in France but it gets on 
their nerves to do business in that 
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country. This is because we use differ- 
ent financial lenses from those which 
are adjusted to French eyes. We are 
either big game hunters or we are out 
for small birds. An American bank 
cannot, or at all events does not, under- 
write large issues of all kinds and at 
the same time specialize in effecting 
loans of fifty dollars. We would not 
think of advancing, as a routine matter, 
a million dollars or more to one cus’ 
tomer and of likewise discounting in 
one year 232,000 different bills of a 
value of less than two dollars each. 

We run, it is true, department stores 
where everything is sold from an anchor 
to a needle. But that is merely an 
intensive form of retailing. Intensifica- 
tion is our speciality. But this French 
banking ideal, as typified by the Bank 
of France, is something entirely different 
from any form of money-making activ- 
ity practiced in America. It may, per- 
haps, be better than our way of doing 
business. I do not say that it is or that 
it is not. All that I am seeking to point 
out is that it is characteristic of a 
mentality which is foreign to ours. We 
should calmly recognize this fact and 
deal with it as a reality. When we do 
so, we shall have taken the first step 
toward harmonious commercial connec- 
tions with Frenchmen. Until then we 
may be thinking of millions of dollars 
when they are envisaging a few cents 
or we may be seeking to trade in terms 
of nickels when they are contemplating 
doing business in measures of gold. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Pau EINnzIc 


European Correspondent of “The Bankers Magazine’ and Foreign Editor of 
The Financial News, London 


HE Young Plan has at last been 
ratified by the principal Powers 
concerned, so that there is no 
longer any legal obstacle to its applica- 
tion. Previous to its ratification, an 
agreement was reached in Paris as to 
the non-German reparations, pending 
which Italy withheld the ratification of 
the Young Plan. Although the agree- 
ment on non-German reparations has 
yet to be ratified, its conclusion enabled 
the ratification of the Young Plan, 
which took place on April 9. This is 
a satisfactory step toward the settlement 
of all questions which at present are 
causing a feeling of uncertainty, but the 
situation continues to remain troubled, 
owing to the obvious lack of harmony 
and wholehearted co-operation between 
the principal Powers. 

The Bank for International Settle- 
ments has been definitely constituted, 
and the board of directors, after having 
elected Gates McGarrah as chairman, 
proceeded to the appointment of the 
general manager and the senior execu- 
tive officers. In spite of the German 
opposition, M. Quesnay was elected 
general manager of the bank; to pacify 
German interests, a nominee of the 
Reichsbank was appointed comptroller 
and deputy general manager, while one 
of the German members of the board, 
Herr Melchior, was elected joint deputy 
chairman, together with Sir Charles 
Addis. An Italian was appointed Sec- 
retary General, while other leading 
posts were filled by Belgian and Jap- 
anese nominees. The post of the head 
of the “Liaisons Department,” which is 
to take charge of the relations with 
central banks, was offered to Mr. Siep- 
mann, of the Bank of England, who is 
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an alternate director to Montagu 
Norman on the Bank for International 
Settlements. He declined the offer, 
however, and for a time it appeared as 
if British interests would remain un- 
represented on the management of the 
bank. This has caused considerable ill- 
feeling in Great Britain, and gave rise 
to criticism in the press and in Parlia- 
ment. Eventually, the post was filled, 
and British subjects were appointed to 
other minor posts. In spite of that, 
British public opinion feels disappointed 
as to the role obtained by British inter- 
ests on the management of the bank. 
It appears that, by means of prevent- 
ing the establishment of the bank in 
London, and by means of obtaining a 
predominant influence in the manage- 
ment of the bank, French interests have 
made the wholehearted co-operation of 
British interests in the bank rather diffi- 
cult. As the latter are reduced to a 
secondary part the French victory has 
resulted in a strong tendency toward 
closer financial co-operation with the 
United States. Thus, French financial 
diplomacy, in scoring victories in minor 
issues, has frustrated its own favorite 
dream of establishing a united financial 
front of European debtor countries 
against the United States as their credi- 
tor. Even though British interests will 
take their due share in the activities of 
the bank they will consider co-operation 
with the American monetary authorities 
the cornerstone of their policy. 
Arrangements are being made for the 
issue of the shares of the Bank for Inter’ 
national Settlements in several countries. 
The issue is expected to be a very 
popular one everywhere, and in} France 
the shares are already quoted in advance 
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at a fantastic premium. The view is 
generally held that the minimum divi- 
dend of 6 per cent. may be regarded as 
secured, while the chances are that the 
maximum of 12 per cent. will be paid, 
even though not necessarily in the first 
year. Most central banks are anxious 
to enable the greatest number of inves- 
tors to acquire the shares, so as to in- 
crease public interest toward the bank. 


THE REPARATIONS LOAN 


While the arrangements for the issue 
of the shares of the bank are going on 
smoothly, the preparation of the issue 
of the first instalment of the Repara- 
tions Loan has encountered serious difh- 
culties. There is a sharp conflict be- 
tween French and British interests. The 
former, having a participation of about 
72 per cent. in the proceeds of the loan, 
desire that the bonds should bear inter- 
est at SY) per cent. and that its issue 
price should be only slightly below par. 
At the same time, they want the loan 
to be issued mainly in countries other 
than France, and they want the bonds 
to be international in character and 
interchangeable between the various 
markets involved. On the other hand, 
British interests wanted the terms of 
the loan to be more in accordance with 
market conditions which require a yield 
of over 6 per cent., and definitely re- 
fused to issue in London more than the 
equivilent of the British participation 


in the proceeds. At the same time, 
they opposed to the utmost the idea of 
issuing the bonds in terms of several 
currencies, so as to make them inter- 
changeable, because they fear that the 
bulk of the bonds will find their way 
to London in that case. 

As to the terms of the loan, the 
French interests had their own way. 
The other interested parties reluctantly 
consented to terms which cannot pos- 
sibly attract the investors of their coun- 
tries. In the circumstances, in spite of 
the elaborate arrangements made in 
order to prepare the market for the 
issue, the Reparations Loan is not ex- 
pected to be successful anywhere apart 
from Paris where money conditions 
make the terms of the loan acceptable. 
In other centers, the banking groups in 
charge of the operation are likely to 
suffer losses, which they are apparently 
willing to undertake in anticipation of 
profits on future instalments of the 
Reparations Loan. Investors, generally 
speaking, are not keen on the bonds, 
because, being the first instalment of 
an issue of practically unlimited amount, 
they fear that the issue of subsequent 
instalments will keep the price of the 
bonds down. As France is anxious to 
mobilize the unconditional part of the 
Young annuities as soon as possible it 
is expected that, before even the markets 
have properly absorbed the instalment 
issued, new instalments will be floated. 

In view of the unfavorable terms, the 


853 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankine Business oF Every 
DescriPpTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agenta: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


British authorities are naturally anxious 
to avoid issuing more in the British 
market than the amount of the British 
participation in the proceeds. More- 
over, if part of the amount to be re- 
ceived by France were to be issued in 
London it would further increase the 
French balances in London, which is 
considered highly undesirable. For the 
same reason, the British authorities are 
desirous of preventing the sale of the 
bonds issued abroad in the London 
market, by means of insisting on the 
issue of the loan only in terms of the 


currency of the country of issue and 


its gold equivalent. This is in accord- 
ance with the stipulations of the Young 
Plan. It is feared that, should the bonds 
be made international, their migration 
from country to country would in- 
troduce an aditional element of un- 
certainty and would be detrimental 
to international monetary _ stability. 
Although for the moment the bonds 
would probably find their way to France, 
owing to the present favorable state of 
the French markets, in the long run they 
would be dumped in London or other 


centers. 
THE WALL STREET SLUMP 


While the first Wall Street slump 
last autumn produced a profound effect 
upon the European situation, the 
second slump caused comparatively 
little trouble in Europe. The number 
of those affected by the slump is be- 
lieved to be large, but the total losses 
suffered are believed to be compara- 
tively moderate. There were a large 
number of investors who, after the first 
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slump, acquired American shares on the 
assumption that the bottom of the de- 
cline had been reached. Most of them 
did not sell out in time to avoid the 
second slump, but many of them are 
in a position to carry the stocks, pend- 
ing a favorable change. 

As the situation of European stock 
exchanges was in any case far from 
satisfactory, the Wall Street slump 
provided an excuse for fresh declines 
on this side. The situation in this 
respect presents a rather curious 
anomaly. When there were signs of a 
revival of speculative activity in Wall 
Street noticeable it resulted in an 
adverse trend on the European stock 
exchanges, because of the general fear 
of a renewal flow of European funds 
to New York. When the rise in Wall 
Street was followed by a reaction this 
again accentuated the adverse trend in 
Europe, notwithstanding the fact that 
the slump disposed of the fears of an 
efflux of capital and made a further 
reduction of interest rates possible. The 
fact is that conditions in Europe are <0 
bad that the stock exchanges are exces’ 
sively sensitive toward any influence, 
and the pessimistic markets see only the 
unfavorable side of any change that 
takes place. 


REDUCTION OF BANK RATES 


While in March it was believed that 
the declining trend of money rates had 
come to an end the collapse of the 
second boom in Wall Street revived the 
hopes for cheaper money. In fact, as 
scon as it became evident that the up: 
ward trend in the New. York Stock 
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Exchange suffered a definite check the 
leading central banks decided to proceed 
with a reduction of their bank rates. 
The Bank of England, Federal Reserve 
Bank of New York, and Bank of France 
reduced their bank rates on the same 
day, while a number of other central 
banks followed their example. 

The fact that the three leading central 
banks acted simultaneously is regarded 
as a victory of the movement of co- 
operation between central banks. Before 
the war, it was unthinkable that three 
central banks should come to an agree- 
ment as to their discount rate policy. 
The advantages of concerted action to 
every party have been, however, rec- 
ognized, and there is reason for hoping 
that the principle adopted in this respect 
will be upheld as far as possible. There 
are, of course, circumstances when the 
interests of various central banks as re- 
gards a change in their bank rates are 
at variance with each other. In those 


cases national considerations are likely 
to be given preference over international 


considerations. There is no _ reason, 
however, why in cases when there is an 
identity of interests the benefit of 
simultaneous action should not be util- 
ized by central banks. 


GREAT BRITAIN 


The reduction of the bank rate to 
3 per cent., which is the lowest figure 
since the war, has failed to bring about 
any noteworthy change in the situa- 
tion. As far as the discount market is 
concerned, the official rediscount rate 
remains as ineffective as before the 
reduction, as the market rate of discount 
further declined and remains out of 
touch with the bank rate. While on 
previous occasions a reduction of the 
bank rate brought about a rise in gov- 
ernment bonds at present there was no 
such rise, owing to the adverse impres- 
sion caused by the budget—about which 
more will be said later. Although short 
money is almost unplaceable people are 
st! very reluctant to invest their liquid 
funds in long-term loans. 

"rade continues very depressed; apart 
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from the adverse factors which have 
hitherto been responsible for the increase 
of unemployment, the Indian situation 
has also contributed to accentuate the 
depression, especially in the North 
where substantial orders from India 
have already been cancelled. It is feared 
that in the circumstances, unemploy- 
ment is likely to increase further. The 
fact that, in addition to the increase due 
to the general situation, the Labor 
Government has deliberately contributed 
to the increase of unemployment by 
means of the removal of safeguarding 
duties has given rise to strong criticism, 
also among the working classes. Uncer- 
tainty as to the fate of the McKenna 
duties next year continues to prevail, 
and the industries concerned are con- 
sequently reducing their output. 
Although it was generally anticipated 
that the budget would propose increases 
of taxation in order to meet the deficit, 
the one-sided anti-capitalist nature of 
the changes has created a very bad 
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impression. As, simultaneously with the 
increase here there was a reduction in 
France, a considerable exodus of capital 
to France is believed to be taking place, 
and is supposed to be partly responsible 
for the firmness of the franc. 
FOREIGN LOANS 

In order to prepare the market for 
the issue of the Reparations Loan, the 
unofhcial embargo on foreign loans 
which was introduced last year on 
account of the adverse gold position has 
been maintained in spite of the improve- 
ment of the gold position. In specific 
cases, however, the issue of foreign loans 
has been authorized. For instance, a 
Finnish mortgage loan of £1,000,000 
was issued for the purpose of repaying 
short-term credits. Of the Sao Paulo 
loan of $100,000,000, £8,000,000 was 
issued in London; the issue was a 
failure, and underwriters had to take 
over 87 per cent. of their amounts. 
Apart from the general adverse tone 
of the foreign bond market, the failure 
was due to the unfavorable terms of 
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the loan, which did not take into con- 
sideration market conditions. The issu- 
ing group, in order to prevent a rival 
group from competing for the loan, 
offered terms which were exceptionally 
favorable to the borrower. This seems 
to be the general tendency nowadays in 
the foreign loan market; notwithstand- 
ing the fact that there are many more 
would-be borrowers than potential 
lenders, the competition of issuing 
houses enables the former to obtain 
loans on exceptionally favorable terms. 
In the case of the Sao Paulo loan, the 
difficulties were increased by the fact 
that the loan was issued before the Sao 
Paulo Congress had passed the necessary 
legislative measures. As a result, the 
Stock Exchange refused to admit the 
loan for quotation until the loan agree- 
ment was ratified. 

Another foreign loan authorized be- 
fore the issue of the Reparation Loan 
was the Japanese Conversion Loan. As 
the object of this transaction was to con’ 
vert existing debt and not to raise fresh 
funds the authorities raised no objection 
to it, although London’s participation 
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was £12,500,000, an unusually large 
amount. There are other loans pend- 
ing, such as the Austrian loan and the 
Hungarian loan, but they will not be 
issued until after the issue of the 
Reparations Loan. 


THE GOLD POSITION 


As a result of the heavy influx of 
gold from Australia, the Bank of Eng- 
land’s gold reserve has increased con- 
siderably during the first four months 
of the year. This accounts in part for 
the decline of money rates, which, in 
turn, brought about an appreciation of 
foreign exchanges. The franc was par- 
ticularly firm toward the end of April 
and the beginning of May, and there 
was a heavy efflux of gold for Paris. 
As the movement coincided with a 
change of Anglo-French relations for 
the worse on account of the disagree- 
ment on the Reparations Loan there 
was a strong feeling in the City that 
it was engineered by the French author- 
ities in view of bringing pressure to bear 
upon the British authorities. Although 
it is impossible to substantiate this 
suspicion, the fact is, that, whenever 
there is a disagreement between both 
countries the franc always moves against 
Great Britain and gold is withdrawn for 
France, while whenever relations are 
better—as was the case between Janu- 
ary and April—the franc moves to a 
safer distance from gold export point. 

If the assumption that the gold 
movement was brought about for politi- 
cal motives is correct the efforts were 
doomed to failure, because at present 
the gold position of the Bank of Eng- 
land is sufficiently strong to enable it 
to lose a considerable amount without 
any serious inconvenience. In fact, a 
certain efflux would be welcome, as it 
would force up the market rate of dis- 
count in the vicinity of the bank rate. 
In any case, if the British authorities 
lid not yield a similar pressure during 

first Hague Conference, when the 
sold stock was at a low ebb and the 
“ink rate was 5Y2 per cent., they are 
st unlikely to yield when the gold 
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stock is nearly at a high record and the 


bank rate is 3 per cent. 
ACCEPTANCE CREDIT PROBLEMS 


Although most London acceptance 
houses suffered heavy losses as a result 
of the great number of commercial 
failures on the continent during the last 
twelve months or so, the experience had 
some beneficial effect which, if main- 
tained, will more than compensate them 
in the long run for the losses sustained. 
As a result of frequent meetings of 
creditors, and the necessity of co-opera- 
tion in order to safeguard the interests 
of British creditors against the debtors 
and against other creditors, close per- 
sonal contact has been established be- 
tween various acceptance houses, and a 
spirit of co-operation has developed. 
Thanks to this, cut-throat competition 
among them has practically ceased. 
During the last few years the rates of 
acceptance commission were declining, 
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not merely because of the competition of 
foreign centers and of joint stock banks, 
but also owing to the rate-cutting 
policy of some of the acceptance houses. 
As a result of the new spirit of co 
operation, this has ceased, and rates have 
even been raised, so as to allow for the 
greater extent of risk during these 
troubled times. The rates usually 
charged by acceptance houses to first- 
class banks are now 1 per cent. per 
annum, while first-class commercial firms 
are charged 2 per cent. per annum. 
Joint stock banks continue to charge to 
their banking customers 12 per cent. 
per annum, but the demand for accep- 
tance credit is large enough to keep 
both joint stock banks and acceptance 
houses fully engaged. 

It is hoped that the co-operation of 
acceptance houses will go a_ step 
further, and that the scheme of the 
establishment of a credit information 
bureau for the exchange of information, 
which was rejected a vear ago by the 
majority of the firms, will be revived. 
At present the atmosphere is much more 
favorable for its adoption than it was 
last year, as acceptance houses have had 
ample opportunity meanwhile to learn 
at their expense the necessity of such 
institutions. 


FRANCE 


Preparations for the issue of the 
Reparations Loan are being eagerly 
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pursued in Paris. The reduction of the 
bank rate to 2’ per cent. pursued that 
end, while the maintenance of the em- 
bargo on foreign issues is another means 
to secure the success of the issue. The 
government has decided to exempt the 
bonds from French taxation. It is hoped 
that the whole of the unconditional 
annuities will be commercialized within 
the next ten years or so. The capital 
amount of these annuities depends, of 
course, upon the rate of interest at 
which the loan can be placed. Assum- 
ing that the rates for long-term bonds 
will decline, the total amount will be 
about $3,000,000,000, of which France’s 
share will be about $2,200,000,000. It 
is thus easily understandable that the 
French Government attaches the greatest 
possible importance to secure the success 
of the issue. 

The reduction of stamp duty, coupon 
tax and transfer fees on foreign securi- 
ties has prepared the way for the issue 
of foreign loans in Paris as soon as the 
first instalment of Reparations Bonds is 
placed. During the last few months, 
there were a few foreign loans floated, 
such as a Finnish loan, a Chilean loan, 
Brazilian mortgage bonds etc., but their 
amount was small. Attempts to induce 
French banking groups to participate in 
the issue of the Sao Paulo Coffee loan 
and in the Japanese Conversion loan 
have failed. On the other hand, it is 
understood that French financial groups 
will take substantial participations in 
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the coming Austrian and Hungarian 

Negotiations are also understood 
to be well on their way for the issue 
of a Yugoslav stabilization loan, while 
Poland, Rumania and Greece are 
among the countries which are likely to 
appear as borrowers in the Paris market 
in the near future. There are at 
present hundreds of would-be borrowers 
from every part of the world negoti- 
ating in Paris, as they hope to obtain 
favorable terms on account of the easy 
money conditions. Most of them find 
it dificult, however, to come to terms 
with the French financial houses, and 
the authorities are also anything but 
keen on encouraging a plethora of for- 
eign issues. The possession of huge 
balances abroad represents a consider- 
able power in the hands of French 
authorities, and they would not like to 
abandon it as a result of the conversion 
of these balances into long-term loans. 
It is believed that, during the first few 
years, only loans pursuing an object in 
cordance with the official policy of 
‘pansion will be encouraged. 
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GERMANY 


The Reichstag’s decision to reject the 
proposal for the construction of a second 
cruiser has been received with satisfac- 
tion by the majority of the public. The 
financial position of Germany does not 
warrant such expenditure, and, at the 
present stage, it would have resulted in 
an increase of French naval armaments 
which, in turn, would have provoked 
an armament race between France and 
Italy. The decision has strengthened 
the internal political position of the 
government of Dr. Bruning. At present 
none of the moderate parties want new 
general elections, as they are afraid that 
the result would be the strengthening 
of extreme nationalists and of com- 
munists, which both socialists and the 
Center party are anxious to avoid. For 
this reason, it is expected that the pres- 
ent government will be able to carry on 
even without a stable majority at least 
until the autumn. 

It is as yet premature to judge the 
effect of the introduction of import 
duties on grain and other agricultural 
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products upon the price level and the 
industrial situation. So far its only 
adverse effect is the ill-feeling created 
in countries—in the first place Poland— 
with which Germany has recently con- 
cluded trade agreements. In view of 
the difficulties of finding markets for 
German manufactures, and in view of 
the enormous unemployment, it is con- 
sidered essential to raise agricultural 
production, in order to provide employ- 
ment and to reduce imports. 

Apparently, the wave of wholesale 
bankruptcies has come to an end, or to 
a standstill at any rate. The situation 
is, however, still far from encouraging. 
Possibly the inflow of fresh capital after 
the issue of Reparations Bonds may help 
the country to some extent toward a 
revival of trade. 


ITALY 


The government has decided to estab 
lish a special amortization fund; the 
prices of tobacco products are being 
raised by 25 per cent., and the proceeds 
of the rise will be applied for the re- 
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demption of debt. The situation of 
public finance is generally considered as 
satisfactor?. The feeling of distrust in 
foreign countries, owing to the absence 
of criticism in Parliament and in the 
press, is gradually vanishing. The fact 
that, in spite of the removal of exchange 
restrictions, there is no sign of any 
efflux of capital is generally interpreted 
as an indication that the improvement 
in the situation is genuine. 

Although there were a few more 
small banking failures recently, the 
banking situation is generally con 
sidered as satisfactory. The amalga- 
mation of the Credito Italiano and the 
Banco Nazionale di Credito has not 
been followed so far by other similar 
transactions, but negotiations are be- 
lieved to be in progress. 

The participation of an_ Italian 
banking group in the flotation of the 
Sao Paulo Coffee loan duly indicates 
the ambitious policy they pursue as 
regards their external relations. The 
authorities are anxious that Italian 
banking interests should participate 
in every international financial trans 
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action of importance, mainly for con- 
siderations of prestige. Moreover, on 
certain occasions, Italian banking in- 
terests even took the initiative of 
financial transactions with foreign 
governments. 

BELGIUM 


The National Bank of Belgium has 
completed its arrangements for the re- 
payment of the government's debt of 
$32,500,000 falling due in New York 
on June 1. In spite of the important 
transfers the Belgium exchange re- 
mained firm. The transfers assumed 
the shape of gold purchases in London 
and Paris out of the National Bank’s 
external balances. The gold _ thus 
bought was shipped to Brussels, to re- 
place the gold which is being held ear- 
marked in New York, and which will 
be used for the repayment of the debt. 
By such means, the National Bank 
Saves a considerable amount in ex- 
penses of the repatriation of gold held 
abri ad. 

SWITZERLAND 

The fiscal year 1929 closed with a 

surp!us of about $5,000,000, as a re- 


sult of the increased yield of customs, 
stamp duty and postal services. Part 
of the surplus has been used for the 
payment of a subsidy to the federal 
railways. The budgetary estimates for 
1930 also show a small surplus, and, 
according to a statement by the chief 
of the Federal Finance Department, M. 
Muzy, the era of deficits may be con- 
sidered as closed. 

The amount of exports during the 
first quarter of 1930 was considerably 
lower than the corresponding figure for 
1929. The decision of the U. S. A. to 
raise customs duties on Swiss watches 
by 100 to 500 per cent. has created a 
very bad impression, and it is feared 
that it will result in the accentuation of 
the crisis of the Swiss watchmaking 
industry. A number of factories have 
recently decided to close one day every 
week. A campaign is being carried 
on for the boycott of American goods 
but it is not believed that there will 
be any result. 

HOLLAND 


In spite of the low rates of interest 
business continues very bad. As Hol- 
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Subscribed Capital 
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HEAD OFFICE: ROME, 173 CORSO UMBERTO | 
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CARRARA, CASERTA, CASOLI, CHIAVARI, CIRIE, FIVIZZANO, FLORENCE, GENOA, 
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OSPEDALETTI, PADUA, PESCARA, 
SAN REMO, SARZANA, 


N, NAPLES, NOVI PIEMONTE, 


(Riviera di Castellamare), PIETRASANTA, ROME, 
SAVONA, SESTRI LEVANTE, SPEZIA, 


TURIN, VENICE, 


VERONA, VIAREGGIO, VOLTERRA. 


Telegrams: Head Office, 


DIRMARE, Rome; 


for Branches, CREDIMARE 


EVERY KIND OF BANKING BUSINESS TRANSACTED 


ITALIA-AMERICA SHIPPING CORP. 


- 1 State Street - NEW YORK 


American Representative 


AFFILIATED BANKS: Credimare A. G. 


over the Latium-—Telegrams: 
Resources Over Lit. 340,000.000. 


land is largely an agricultural country 
the general agricultural depression is 
bound to affect her situation. More- 
over, as the prosperity of the country 
during the last few years was largely 
due to profits from colonial enterprises 
the slump in the price of the products 
of the Dutch East Indies has naturally 
produced an adverse effect. 

At the same time, Amsterdam is as 
active as ever in the issue of foreign 
loans. Dutch banking interests have 
participated in a number of recent 
foreign issues; whether the _ transac- 
tion is made in London, New York or 
Paris, Amsterdam always takes a small 
portion of it, and occasionally it even 
undertakes issues independently of the 
leading centers, in co-operation with 
Switzerland or Sweden. 


SCANDINAVIA 


As a result of the situation in the 
wheat market, there have been several 
failures. The Handelsbank is involved 
to a considerable extent in one of 
these failures, but the management 
issued a statement according to which 
the losses the bank is likely to suffer 
will not affect its dividend. 

The abnormal firmness of the 
Swedish exchange has given rise to con- 
siderable comment both in Sweden and 
abroad. It is attributed to the fact 
that the Riksbank did not immediately 
follow the other central banks in the 
reduction of its rediscount rate. Al- 
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Zurich, Share Capital Paid Up Sw. Fes. 1,000.000. 
Banco Di Santo Spirito (Regionale Del Lazio). 


Spirbanco. 


Head Office: 
Share Capital 


Rome and 135 Branches 
Paid Up Lit. 30,000.000. 


though there are signs of the slacken- 
ing of business activity, the country 
has not so far been affected to any 
great extent by the world-wide depres- 
sion. The expansion of the Swedish 
Match trust continues to make head- 
way; recently it has made arrangements 
with Lithuania and Bolivia, and nego- 
tiations are stated to be in progress 
for the acquisition of the match 


monopoly in Turkey. 


AUSTRIA 


The federal Chancellor, Dr. Schober, 
recently paid a visit to Paris. and 
London, in order to complete the nego- 
tiations for the Austrian loan for 
capital expenditure, amounting to 
$100,000,000. The loan is expected 
to be issued within the next two 
months, and the government is be- 
lieved to have obtained an advance on 
its proceeds. Other loan schemes are 
also under consideration. 

The reduction of the net profits and 
of the dividend of the Wiener Bank- 
verein did not come unexpectedly, as 
it was known that Austrian banks on 
the whole had a bad year. There 
have been important changes in the 
management of the bank, as a result 
of the acquisition of a large block of 
its shares by an international banking 
group including the Deutsche Bank 
und Disconto-Gesellschaft, the Societe 
Generale de Belgique and the Basle 
Commercial Bank. The same group 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up . 


had already in possession a consider- 
able block of the bank’s shares, and 
the acquisition of an additional amount 
-which was sold by the bank itself 
from its own portfolio—has secured 
the group a controlling interest. 


HUNGARY 


Negotiations for the issue of an ex’ 
ternal loan of about $90,000,000 have 
been concluded with an international 
banking group headed by Messrs. N. 
M. Rothschild & Sons. As, however, 
the loan cannot be issued until the 
ratification of the Paris Agreement on 
non-German reparations the govern- 
ment has obtained an advance. The 
proceeds of the loan will be used for 
the requirements of the state railways, 
for road construction and for supply- 
ing agriculture with credit. It will be 
secured by the surplus of the revenue 
earmarked for the service of the 
League of Nations loan of 1924. 


Frs. 60.000.000 
Frs. 38.000.000 
. Frs. 18.500.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Although the general economic situa- 
tion is adversely affected by the low 
price of agricultural products this did 
not in the least affect the budgetary 
situation, which remained sound. 


TURKEY 


The negotiations between the Turkish 
Government and the representatives of 
the bondholders are making progress. 
The government agreed to the appoint- 
ment of Prof. Charles Rist as financial 
adviser, while the delegates are stated 
to have agreed for a moratorium of 
twelve months. It is believed that an 
offer has been made to the government 
for a large loan, part of which would 
serve the purpose to convert the 
Turkish share of the Ottoman debt, 
while the balance would provide funds 
required for the establishment of a 
state bank and the construction of rail- 
ways and other public works. 


International Banking Notes 


N its report for the half-year ended De- 


cember 31, 1929, the Sumitomo Bank, 
Limited, Osaka, showed net profits of 
Yen 2,909,392. To this has been added 
Yen 1,801,555 brought forward from the 
Previous account, making a total of Yen 


4,710,947 for distribution as follows: 

To reserve fund 500,000 

To divide 2,250,000 

To pension reserve 150,000 

To bonus 120,000 

To Carry 
account 


In its balance sheet as of the same date, 
the bank reports capital of Yen 70,000,000, 
reserve fund of Yen 26,000,000, deposits of 


pg “a .680,950. and resources of Yen 838,- 


forward 


THE American Express Company, the only 
American bank in Turkey, is compelled, un- 
der a government order, to furnish capital 
to the forthcoming State Bank in propor- 
tion to its resources by buying State Bank 
bonds. 


THE Midland Bank, Limited, London, has 
announced the removal of its head office 
from 5 Threadneedle street to Poultry, Lon- 
don, E.C.2. The change in location. does 
not involve any alteration in the conduct of 
business at the 5 Threadneedle street office, 
which will continue to be under the same 
management as before. 


Net profits of the Aktiebolaget Gotesborgs 
Bank, Gothenberg, amounted to Kr. 4,505,521 
in 1929, according to the annual report of 
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ANYWHERE ON THE GLOBE 


COOK'S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 


NEW YORK 
585 Fifth Ave. 253 Broadway 
827 Madison Ave 


in co-operation with 


WAGONS-LITS CO 


701 Fifth Avenue 


the directors. To this has 
Kr. 2,951,430 brought forward from the 
last previous account, making a total of 
Kr. 7,456,951, which has been disposed of 
as follows: 


been added 


To dividend of 10 per cent. Kr. 4,375,000 
To carry forward to next account 3,081,951 

The bank's capital is Kr. 43,750,000, re- 
serves Kr. 31,000,000 and resources Kr. 522,- 
771,134. 


STATEMENT of condition of Skandinaviska 
Kreditaktiebolaget, Gothenburg, as of March 
31, 1930, shows deposits of Kr. 615,469,270, 
capital of Kr. 87,188,000, reserve fund of 
Kr. 94,812,000 and total resources of 
Kr. 1,026,369,407. 

The bank has recently issued a quarterly 
report for the first three months of 1930, 
compiled by its statistical department. 


THE December 31, 1929, statement of con- 
dition of the Gotesborgs Intecknings Garanti 
Aktiebolag, Gothenburg, shows paid up capi- 
tal of Kr. 2,040,000, reserve fund of like 
amount, and resources of Kr. 64,019,000. 

Dividends have been paid at the rate of 
15 per cent. per annum since 1926. Prior 
to that time they increased from 12 per cent. 
in 1920 to 13 the three following years and 
to 14 in 1924-25. 


— 


NET profits of the Incasso-Bank N. V., Am. 
sterdam, for 1929 totaled f. 4,514,021, as 
compared with f. 4,147,084 in 1928, accord 
ing to the annual report to the stockholders, 
The amount will be allocated as follows: 


To 7 per cent. dividend........ f. 2,100,000 
To dividend and bonus taxes... 240,700 
To provision for doubtful debts 300,000 
To reserve syndicate account... 220,000 
To reserve fund 600,000 
To bonus to managers, directors, 

staff 500,000 
To extra bonus to staff 115,526 
To carry forward to next account 437,795 

The bank’s capital is f. 30,000,000, reserve 
fund f. 8,400,000 and total resources f. 173, 
060,039. 


THE board of directors of the Union Bank 
of Scotland, Limited, Glasgow, reports net 
profits of the institution for the year ended 
April 2, 1930, of £339,310, to which has 
been added £100,743, making a total of 
£440,053 to be distributed as follows: 

To bank offices £ 25,000 
To heritable property yielding rent 25,000 
To rest account 50,000 
To dividend, of 18 per cent 180,000 
To pension and allowances fund.. 25,000 
To carry forward to next account.. 135,053 


Balance sheet of the bank as of the same 
date shows paid up capital of £1,000,000, 
rest account of £1,550,000, deposits of £28,- 
262,507 and resources of £34,679,112. 


THE Bank of Japan has issued in booklet 
form its annual report for the year 1929 as 
presented to stockholders at their general 
meeting on February 15. It includes the 
address of Hisaakira Hijikata, governor of 


the bank. 


Net profits of the Industrial Bank of Japan, 
Ltd., Toyko, for the half-year ended Decem- 
ber 31, 1929, were Yen 3,234,597, .including 
the balance of Yen 1,150,731 brought for: 
ward from the previous account. After de- 
ducting Yen 500,000 for reserves and Yen 
1,154,597 to be carried forward to the next 
term, a sum equal to 6 per cent. per annum 
on paid up capital has been set aside for 
dividends. 

Statement of the bank shows capital of 
Yen 50,000,000, and resources of Yen 493, 
274,139. 


TueE Reichsbank, Berlin, has issued its an- 
nual report for the year 1929 in English 
and it is available in that language. The 
report contains a running account of the 
bank’s activities during 1929, illustrated by 
numerous charts, and gives statistics con: 
cerning the total transactions during the 
year. Other tables show the circulation of 
Reichsbank notes, profit and loss account for 
1929, balance sheet as of December 31, 1929. 
and a list of the directors, general council 
and the central committee of the bank 





Private Wires and Banking 


‘ I ‘IME is often of great importance in financial 
transactions between points widely separated 
and in securing competitive rates on exchange. 


The Bank of Montreal’s facilities include direct pri- 
vate wires between its leading offices in Canada, and 
between those offices and the Bank’s Branches in 


the United States. 
service is thus assured. 


BANK OF 
MONTREAL 


Established 1817 


Total Assets in Excess of 
$822,000,000 


New York Agency - 64 Wall Street 


Immediate 


Current Conditions in Canada 


normal expansion, promoted by 

the resumption of navigation, of 
work on the land, and numerous activi- 
ties incidental thereto,” says the April 
22 Business Summary of the Bank of 
Montreal. “There is, indeed,” it con- 
tinues, “and has been during the winter 
months a large volume of trade, equal 
to that of three or more years ago in 
practically all departments, but not so 
extensive as that of 1929, and it is the 
unfavorable comparison with that period 
which has contributed to a degree of 
doubt and distrust in mercantile circles. 
The time of test is now entered upon; 
a bumper harvest of the varied crops 
in the different provinces will infuse 
new life into all branches of business, 
while a poor harvest will prolong, per- 
haps intensify, the recent relative dull- 
ness. From now on until September, 
crop reports will be closely watched, 
anc | will in no minor measure regulate 
trace prospects.” 


Bernat is now at the season of 


In the opinion of S. H. Logan, general 
manager of the Canadian Bank of Com- 
merce, Toronto, as expressed in the 
Monthly Commercial Letter of that 
institution, “Canadian business condi- 
tions during the last month have shown 
a gradual accession in industrial and 
construction operations which tends to 
offset unsettlement in other branches of 
commerce. . . But,” he continues, “the 
unemployment problem, although by no 
means negligible, is not nearly so acute 
as in some of the older countries. 
While the state of Canadian business 
may be regarded as disappointing com- 
pared with that of a year or two 
ago, it is in fair relation to world con- 
ditions. Until the farming community 
of Canada experiences favorable weather 
and marketing conditions, business as a 
whole will continue on a smaller scale 
than in the four preceding years.” 

Mr. Logan called attention to the 
most recent statistical figures compiled 
on Canadian mineral products: “The 
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JAMES STEUART, Chief Manager 


trend in those building materials which 
are classified as minerals is downward, 
but there are, however, satisfactory 
features in respect to gold, petroleum 
and the base metals as a group. It is 
safe to say that gold production in the 
most important area will rise steadily. 
Only a drastic decline in price would 
adversely affect the output of Canadian 
copper. Alberta oil was handicapped 
by reverse weather and production in 
February was unofficially reported to 
have dropped below that of the preced- 
ing month. 

“Recently the market in Canadian 
wheat was strengthened owing to re- 
duced marketings from the Argentine, 
although the grain market has been 
decidedly unsettled owing to reductions 
in estimates of European import require- 
ments. Cattle experienced the usual 
seasonal falling off in demand. Com- 
modity prices in general touched a new 
low level in mid-March, but since that 
date some improvement has occurred. 
Sugar in particular has been irregular 
owing to the upsetting influence of the 
United States tariff problem and the 
mooted dissolution of the Single Seller 
Agency.” 

FOREIGN TRADE 

“The trend of external trade in 
March followed that of recent months,” 
said the Bank of Montreal’s Summary, 
“both imports and exports declining, the 
former by $21,114,000, and the latter 
by $25,166,000. Low water mark of 
foreign commerce is normally reached 
in the winter season, and while a sub- 
866 


stantial rise occurred last month, the 
aggregate trade makes unfavorable com- 
parison with March of the three preced- 
ing years. With March the fiscal year 
ended. In the twelve months imports 
amounted to $1,249,423,000, being $16,- 
216,000 less than in the preceding year, 
but as in the first eight months of the 
period a large increase in imports oc 
curred, the net loss does not reveal the 
reaction of the last four months. Exports 
of domestic products in the fiscal year 
were $1,120,260,000, or $243,449,000 
less than in 1928-29, being 18 per cent. 
Four items of farm produce account for 
the whole of this decrease, $212,771,000 
in wheat, $19,660,000 in flour, $7,000,- 
000 in cheese and $4,150,000 in meats. 
The adverse visible balance of trade in 
1929-30 was $129,163,000, comparing 
with a favorable balance of $98,069,000 
in 1928-29, of $119,251,000 in 1927-28, 
and of $221,265,000 in 1926-27. Chiefly 
has this reversal in external trade 
balance arisen from a short wheat crop, 
unresponsive foreign markets, low prices 
and arrested exports. 


COMMODITY PRICES 


“The Dominion Bureau of Statistics 
index number of commodity prices for 
March is 91.9 as compared with 94 in 
February, and a base of 100 in 1926. 
This is the lowest index figure of prices 
of commodities in Canada since 1916, 
and in the decline practically all com 
modities have participated. Farm prod: 
ucts, taken as a whole, experienced the 
greatest drop in March to 91.1 from 
97.6 the preceding month. Some prin: 
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cipal staples, such as sugar, have fallen 
below pre-war prices, and _ receding 
values do not boom business. 


RAILWAY TRAFFIC 


“Railway trafic has not yet moved 
upward, the comparison with last year 
showing decrease in movement of about 
8 per cent. While motor car produc- 
tion exceeds that of two years ago, it 
is only one-half that of 1929. News- 
print mills operated in March at 68.4 
per cent. of rated capacity, a rather 
unsatisfactory condition in itself and 
not less so in comparison with an 
operated ratio of 80.3 per cent. in 
United States mills. Canadian produc- 
tion in March, 207,485 tons, was 10.662 
tons less than in the corresponding 
period last year... .” 


HOME MARKET 


In its May Monthly Letter, the Royal 
Bank of Canada, Montreal, presents an 
interesting analysis concerning the Cana- 
dian home market for animal products. 
“Canadian demand for animal products 
has been increasing steadily during the 
last decade,” it says, “and on a per 
capita basis Canada is one of the 
largest consumers of such products in 
the world. Although production of 
these products is advancing, it has not 
kept pace with the growth in consump- 
tion; imports have increased and ex- 
ports declined. Outstanding examples 
of this trend are furnished by meats and 
dairy products. The per capita con- 
sumption of meat is now 8 per cent. 
greater than in 1920, and the total 
quantity of meat consumed annually 
has been increased by 20 per cent. 
During the same period, the Canadian 
market has absorbed a 30 per cent. 
increase in the production of milk, an 
$11,000,000 increase in the annual 
import of dairy products, and a $10,- 
000,000 decrease in exports. The essen- 
tial feature of this change has been the 
extraordinary increase in home con- 
sump: ion.” 
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BANK OF MONTREAL SHOWS 
GAIN 


IN its statement for the six months ended 
April 30, the Bank of Montreal, Canada, 
shows profits of $3,543,017, as compared 
with $3,491,651 for the preceding half-year. 

There were also received in the six 
months payments of $51,459 as premiums 
on new stock. These amounts, when added 
to the balance carried forward, brought the 
total available for distribution up to $4,- 
330,059. Balance to profit and loss was 
$1,281,033. 

In the general statement of assets and 
liabilities total assets are shown at $822,- 
599,648. Current loans and discounts in 
Canada are now reported at $335,301,194, 
up from $314,464,137. Call loans in 
Canada are down to $27,460,856 from $39,- 
359,779 and call loans in Great Britain and 
the United States have been reduced to 
$68,028,615 from $139,974,369. Balances 
due to banks elsewhere than in Canada are 
now down to $9,660,804 from $35,597,167. 
Total deposits are now $688,067,752. Of 
this amount deposits bearing interest are 
$545,856,287 and deposits not bearing in- 
terest $130,418,927. 
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Offices of the National City Company of New York on the boardwalk at 
lantic City, N. J. 


Recently opened branch of the National City Bank of New York in Buenos Aires, 
Argentina. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JUNE, 1930 


EFFECTIVE METHODS IN SECURING ss payment plan, and still less 


SAVINGS DEPOSITS ak te tas: 
By Guy W. CooKE every red-blooded American 


to own an automobile. 
Assistant Cashier, First National Bank of Chicago The very factors which 


T requires no soothsayer flood of orders through a have mitigated ume Br 
I to see the future of savy double-spread advertisement creased savings have been 
ings banks, unless they picturing his machine in full % "° small part responsible 
meet the competition for the color with an attractive girl for increased national in- 
average American’s dollar. on the running board for Come. At least one of 
Asa people, at least west of good measure. His advertis- these factors may be def- 
the Hudson River, we are a ing is a background for initely reversed. When a 
nation of spenders rather sales effort. Salesmen sell man purchases his first auto- 
than savers. Total savings cars. They sell them on de- mobile, it is usually a lux- 
in all banks today are hardly ferred payments, which are UY, and he rarely has sufh- 
more than they were five made with money that might “ent ry with which to 
years ago, if compound in- have been added to a sav Pay for It. He gets perhaps 
terest on the amount then ings account. Right here 4 years credit for the bal- 
on deposit is added. let me say that I have no nce, paying something like 
While progress has been quarrel with the deferred (Continued on page 871) 
made, it is commensurate 
neither with the tremendous 
increase in natural wealth 
nor with development in 
lines of business which di- Money to Lend 
rectly affect or nullify the 
savings habit. These influ- 
ences are far more likely to 
gain potency than to sub- 
side. As depositors cease to 
come to the bank, the bank NEW YORK 
must go to the depositors. TITLE AND MORTGAGE 


Selling must supplement ad- COMPANY 
Capital Funds over $60,000,000 


30 Bay Street, St. George 
PAUL H. DOWNING, Manager 


We are in the market for good mortgage 
loans. Bring us your applications and benefit 
by our twenty-eight years’ experience. 
Prompt decisions. 


vertising, rather than super- 
sede it. Too long have fi- 
nancial interests expected 
advertising to do more than 
is expected of it in any 
other line. No automobile 
manufacturer locks for a 


fo emract from _ an address be- Brief headline and copy and an excellent layout dis- 
S, € the Mid-West Regional tinguish this advertisement of a New York financial 
avings Conference. institution. 
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The Editor’s Page 


N these days of narrow- 

ing margins of profit in 

bank operation, much 
attention is being given by 
bank executives to the un- 
profitable deposit account 
and various methods are 
being devised to try to 
eliminate these accounts or 
at least put them on a 
profitable basis. 

It would seem that here 
is a real job for the adver- 
tising department. In the 
past there has been perhaps 
too much of a tendency on 
the part of the bank adver- 
tising man to feel that his 
job is to bring in new busi- 
ness and new accounts and 
not enough stress has been 
placed on whether or not 


such accounts are going to 


be desirable or profitable. 
By a policy that will tend 
to attract only desirable and 
profitable accounts and one 
that will educate the pub- 
lic to the importance of 
maintaining larger balances 
the advertising man can 
make a real contribution to 
the prosperity of his bank. 

In the mad scramble to 
get deposit accounts the 
American public has been 
educated to feel that to give 
a bank a deposit, no matter 
how small, is to confer a 
favor. If Mr. Depositor 
didn’t like the treatment 
that he got in one bank he 
knew there were plenty of 
others that were only too 
glad to take his account. 


Consequently, when the 
banks started their campaign 
to increase deposit balances 
and to impose service 
charges, a great deal of re- 
sentment and ill will was 
created. 


E believe that this 

situation can be 

cured by advertis- 
ing. In the first place new 
accounts should be solicited 
on the basis of starting with 
and maintaining a substan- 
tial balance. The importance 
of this both from the stand- 
point of the bank and the 
depositor should be ex- 
plained. In the second place, 
present depositors should be 
educated to build up their 
balances and _ convincing 
reasons given why this is 
to their advantage. If per- 
sons with moderate incomes 
can be sold éxpensive motor 
cars by national advertising 
appealing to the  buyer’s 
sense of pride, surely the 
banks can create in the 
minds of the American pub- 
lic a pride in carrying sub- 
stantial bank balances. Ad- 
vertising has done much 
harder jobs than this. 


NE bank in a large 
C) city makes it a hard 
and fast rule that 
a minimum balance of $500 


must be carried on all check- 
ing accounts. It is generally 
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known in this city that this 
rule is strictly enforced, 
Consequently, if John Jones 
has a checking account at 
this bank the people who 
do business with him know 
that he has a bank balance 
of at least $500. The favor- 
able effect that this know- 
ledge has on Mr. Jones’ 
credit can be imagined. 


VEN in these en 

lightened days one 

suspects that in too 
many cases banks embark 
upon a campaign of ad 
vertising without any very 
clear-cut idea of what they 
are seeking to accomplish. 
Not enough attention is 
given to a “market study” 
which should precede any 
actual campaign. 

In your community what 
is the potential market for 
new trust business, new 
checking accounts, new safe 
deposit customers, etc.’ 
Where are these prospects 
located? What - kind of 
humans are they? How can 
they be reached? What 
type of appeal will be most 
likely to influence them? 
Knowing your _ potential 
market for each type of 
business you can then plan 
a campaign which will be 
definitely directed towards 
accomplishing a particular 
job. 

Too many banks advertise 
just because they feel they 
ought to spend some money 
on advertising because it is 
the “thing to do.” 
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12 per cent. for the accom- 
modation. His car depreci- 
ates steadily from the time 
he drives it from the dealer’s 
show room, say, 50 per cent. 
in the first two years, and 
if he still has it at the end 
of five years he is one in a 
thousand. His second car 
will be a necessity. 


DEFINITE PURPOSE ACCOUNT 


He is a logical prospect 
for a definite purpose sav- 
ings account when he has 
paid for his first car. It 
shouldn't require a_ great 
deal of salesmanship to show 
that interest coming in is 
considerably to be preferred 
to interest going out; that if 
aman can save to pay for 
a car while he is driving it, 
he can save to pay for an- 
other before it is worn out. 
The price of motor cars is 
pretty well maintained, but 
cash money has a way of 
talking rather persuasively in 
getting an extra accessory or 
two. The list of car owners 
is a known quantity and 
easily available. It affords a 
very definite source of new 
savings business when prop- 
erly sold. But the selling is 
no job for a circular letter, 
nor one on which to put a 
boy. It means a real in- 
telligent effort, but it can be 
done. Such business is prof- 
itable. A savings account 


built up by regular monthly 
Geposits of fifty dollars or 
more, runing over a period 


of a year or two, shows on 
the right .ide of the ledger. 
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Workmen painting an advertisement of a St. Louis bank 
on a smoke stack which towers 183 feet above ground 


and has a circumference of 78 feet. 


The name of the 


bank is in red on a cream-colored background, with a 


border in orange. 


The slogan is in red with an outline 


of white, while the rest of the stack is painted black. 


From the savings standpoint, 
the plan is but one of many 
effective methods of building 
deposits through selling. 
Two years ago a Missis- 
sippi Valley bank mailed a 
series of nine letters, over 
the president's signature, to 
800 checking depositors of 
the B type—that is, those 
having average balances of 
$300 to $1000. These let- 
ters were for the benefit of 
the savings department, sug- 
gesting a reserve account for 
any specific purpose the de- 
positor might have in mind. 
Sixty-six mew accounts 


were opened with a total 
balance of $37,404, or an 
average opening balance of 
$566. 

The figures which follow 
were compiled on these same 
accounts one year after the 
close of the campaign: 


19 Accounts Closed, 
Total Balance.... 
47 Accounts, Present 
Balance 
Average Balance 


$11,934 


501 


The total cost of the cam- 
paign was $350, and the net 
profit on the balance ac- 
cumulated during the cam- 
paign, plus those that have 
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the comes. Each forward wep 
Ras comaded with the develop: 
con of ee rparenenm on 
the part of industry, com- 
merce or individuals for beak 
tage 

ITS ORGANIZATION 
today, free from extrane- 
ous growth and with the 


he aide in the Connery. @, Acesanven Hale toe 
drow its Constitetioe sad became coc of im fire 
Direct, Ho intheence, together with that of ocher 
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the decinuoa tae the Capital showld conmet — as that 
of Now York — the fw Bank ia the Clay and mow quaint notice in che Panter pat it—~of qpacie only”. 


AND, I THE FIELD 
of personal and corporate 
i, this institution 
offers the facut and expert 
ence growing out of ts hance 
with the New York Life 
Insurance and Trust 


A reproduction of its first advertisement—a notice of a 
meeting at which the bank was organized—is used by a 


New York bank to emphasize its age. 


Additional copy 


explains how the institution has kept to the purpose of 
its founders, namely, to provide facilities in keeping 


with the times. 


The illustration 


is as effective as it 


is unusual. 


remained in the bank an ad- 
ditional year, was $569 net. 

The theory of the thing 
in the beginning was that a 
B-type depositor was not too 
big to be interested in sav 
ings and, further, that if he 
could be persuaded to use a 
savings account for a trans- 
fer from his checking ac- 
count of $25, $50 or some 
other amount regularly every 
month, that it would tend 
to make certain of his funds 
very permanent, yet would 
not materially reduce his 
average commercial balance. 
The thing worked out so 
well that the bank does not 
hesitate to recommend it. 
The same campaign is now 


being applied to additional 
customers. 

A southern bank, during 
the year ended July 1, 1929, 
increased its savings deposits 
25 per cent. plus. The man- 
agement attributes about 40 
per cent. of the increase to 
direct sales effort of em- 
ployes, the remaining 60 per 
cent. coming through ordi- 
nary channels and through 
advertising. The lar. phrase is 
a direct quotation from the 
executive in charge; but I 
am of the opinion that the 
sales effort, despite the fact 
that the majority of the busi- 
ness was not introduced di- 
rectly by employes, had a 
very beneficial effect on the 


bank’s untraced _ business. 
Newspaper advertising was 
used effectively; reprints be- 
ing used for mass-plan dis- 
tribution and on the back 
page of a little magazine of 
inspiration which was mailed 
to customers requesting it. 
Definite costs of securing 
this business are not avail- 
able; but were more than 
justified, in the opinion of 
the management. 

A four-year review of an 
eastern bank, not mutual, 
shows the mass plan as an- 
other specific instance of ef- 
ficient methods in the de 
velopment of savings. At 
the beginning of 1924 the 
bank had something over 
10,000 accounts averaging 
$343. At the end of 1927 
the numbér of accounts had 
been increased to 22,000 
odd and the average balance 
to $397, an increase of well 
over 100 per cent. in both 
number of accounts and 
total deposits. These results 
in the face of keen competi 
tion in a territory which 
changed but little are a re 
markable tribute to the ef 
fectiveness of one. form of 
advertising consistently used. 
A merger in 1928 makes the 
latest figures valueless, but it 
is only fair to state that the 
method of the earlier years 
has been continued upon an 
increasing scale. 


BANKING BY MAIL 


About the turn of the 
century, a number of banks 
in two cities, located in the 
territory called central west’ 




































ern by the geographers, con- 





was | ducted a rather extensive 
be- | campaign in the national 
dis | magazines of the day on 
ack | “Banking by Mail.” Costs 
> of | so exceeded profits, actual 
iled | and potential, that after a 
it. | few years the effort was 
ring | abandoned. Yet, on the Pa- 
vail: | cific Coast a great bank with 
than | many branches a quarter of 
1 of | a century later found a 
means of making banking by 

fan | mail both successful and 
tual, profitable. There are many 
; al’ | wide open spaces out where 
f ef | the West begins, if one is 
de- | coming East, in which there 
At | are no banking facilities, not 

- the | even a branch of the bank 
over | which developed the plan. 
aging | The widely scattered popu- 
1927 | lation apparently has consid- 
s had | erable money, since by ad- 
2,000 vertising in rural newspapers 
lance | and by direct mail 25,000 
well | new savings accounts were 
both | secured. Costs were cov- 
and | ered by actual business, and 
results the good-will accruing to the 
mpetl’ | state-wide branch system of 
which | the bank made the modern 
a fe} adaptation of an old idea an 
ne ef outstanding accomplishment. 
m off A bank in the Great 
used. | Lakes region used the wallet 
ces the and dime-saver plan effec: 
but it} tively. In a three-months’ 
sat the} neriod 10,000 savings ac- 
--yeats} counts were opened with an 
9on a0 | average balance of $164. An 
analysis made at the end of 
eighteen months showed 

L 4669 accounts still open and 
an average balance of $285. 

of the} The business of this bank is 
banks} very active, its location 
in the bringing to it a great deal of 
| west’) transient business. Mortal’ 
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ity of accounts secured by 
the plan was less than the 
normal run of over-the- 
counter business. Depositors 
were required to accumulate 
a minimum of $36 within a 
year, or to pay one dollar 
for the wallet. The plan 
was put on when interest in 
savings was at low ebb, and 
was productive of good-will, 
as well as actual business. 

A smaller bank in the 








same district used last year 
the rainy-day theme, with a 
silk umbrella as an induce- 
ment. The umbrella was 
given to men and, in mcre 
instances, to women, upon 
the opening of an account 
with $5 or more, with the 
stipulation that it must be 
paid for unless the account 
was at least $60 at the end 
of a year. One thousand ac- 
counts were put on in thirty 
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How Much Does 
Trust Service Cost? 


“Wheat will it cost to have the bank act as executor under my will?” 


A natural question answered in a simple manner 


Persons contemplating naming the Bank as Executor or Trustee are usually 

amazed at the moderation of our charges Recognizing the many advan 
tages of 2 corporate executor or trustee, they expect this supenor service to cost 
more than an individual would charge 


The fees of executors. admunutrators and guardans 
estates are fined by the law of the Seate The Court will allow ne more to a bank or 
trust company than to an mdwidual 






course. certain fixed duties that must be periormed and com 
handling either a small or a large estate Consequently, there 
must be a minimum fee As the size of the estate increases the RATE decreases IN 
The character of assets ale warves the fee 

The following table shows the fees and percentage rates in estates that have been 
handled im the Trust Departmest of this Bank Four estates. varying im suze. are 
Rates for estates im between these amounts have been aver 
aged and would vary according to the exact amount This table shows the total 
com wn each case, regardless of the time required to settle the estate The Bank 
will gladly estimate the tees on any given estate 

Ameen be 

- 
ae 
- om 


The fee for serving as Trumee under a “Living Trust,” 2 “Lite Insurance 
Trust.” of a “Testamentary Trust,” w at the rate of !) of 1°, and amounts to $50 
vear on a $10,000 tru, $100 on 2 $20,000 trum, $290 on 2 $90,000 trum, and 
$400 on 2 $100,000 trust 


Experience Makes For Economy 
Many years experience in our Trust Department proves that frequently cor 
porate executorship and trusteeshup costs LESS im the long run than that of an 
wdwatual «= The difference hes m cconcmes m admunutration 
The advantage of ECONOMY—i addition to the advantages of (1) con 
tinvous exutence. (2) financial responsibdiay, and (3) long expenence—has led 
mers to name this Bank to assume charge of and manage 
areful individuals to name the Bank as Trustee 





The Old National Bank & Union Trust Co. 
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In this excellent advertisement of a western bank the 

question of the cost of trust service is answered fully 

and clearly, thus doing away with the uncertainty 

which many prospective customers have on this point. 
The copy is well written. 
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days, with an average initial 
deposit considerably in ex- 
cess cf the $5 requirement. 

Another plan which has 
been used successfully by a 
number of bankers in the 
same city calls for the actual 
sale of electric clocks and 
bathroom scales at $10 each. 
Sales are made by trained 
salesmen not connected with 
the bank which sponsors the 
plan. When a sale is made 
the purchaser is given a cer- 
tificate which bears the name 
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of the bank as depositary. 
If a new savings account is 
opened and earns within a 
two-year period $10 in in- 
terest, the amount paid for 
the scale or clock is credited 
to the depositor. One of the 
principal advantages of the 
plan lies in the fact that the 
merchandise offered appeals 
only to householders, pre- 
sumably people more stable 
than the run of the herd in 
a city of cliff dwellers. A 
number of banks operating 


..-Do Not Lapse 
your Life Insurance! 


4 'HE way to begin to build up an estate is to buy life 

insurance. After the payment of your hving expenses, 

the first item in the family budget should be for the pay- 

ment of premiums. It is the only safe and sure way to 
create a capital fund payable in cash in case of death. 


I’ because of adverse business condi- 
tions or market losses you are forced 
to revise your scale of living don’t start 
your economy campaign by reducing 
your life insurance or, worse, by letting 
it lapse. 

You should not forget that the prime reason 
for building up an estate is the future protection 
of dependent members of your family. 


Today, life insurance is one of the greatest forces 
protecting the homes and families of American 


Committee On Insurance Trusts of 
The Trust Company Division of 
The Amencas Basten Amocutme 


business and professional men. Never allow your 
insurance to lapse. 


Through life insurance, you create your family's 
estate at once should you die; and also save it by 
your prefaium payments should you live. 


If you plan making any changes in your life 
insurance program, be sure that you first con- 
sult the life underwriter that sold you your in- 
surance. His advice will be valuable in making 
any rearrangements. 


Your name and address on the margin of this 
advertisement will bring our new booklet—**Build- 
ing Your Estate Toward One Financial Goal."* 


FIDELITY UNION 


TRUST COMPANY 


- Member Federal Reserve System : 
NEWARK, NEW JERSEY 


Ore Foam 


A plea for the continuance of life insurance payments is 
made by a Newark, N. J., trust company in this well gotten 


up advertisement. 


According to the bank, the lapse ratio 


has been’ extraordinarily high recently and it felt that what- 
ever could be done to aid the situation was in order at the 


time of publication. 


The advertisement met with excellent 


reception among the life insurance men of the district in 
which the bank is located. 


the plan state that costs are 
moderate as many sale cer- 
tificates are issued which are 
never redeemed, and while 
most of the accounts main- 
tain good average balances, 
many do not earn the $10 
interest as required in two 
years. Properly handled, 
this and many similar plans 
bring the bank favorably be- 
fore a considerable number 
of people, with indirect re- 
turns more than a negligible 
factor. 

The Christmas Club is to- 
day nation-wide. Its value 
lies almost entirely in the 
contact it affords for the de- 
velopment of standard sav 
ings accounts. Costs usually 
exceed income and the good- 
will and educational value 
of the club are its principal 
assets. To even a greater 
extent this is true of the 
average travel and vacation 
club. 

Some desirable _ business, 
some profit and a lot of 
grief have come to savings 
bankers through the savings 
insurance plan- in all its 
ramifications. It is a means 
of securing savings business, 
but I cheerfully leave its 
consideration and discussion 
to those who have more 
optimism and more exper’ 
ience. 


EMPLOYES’ CAMPAIGNS 


The employes’ campaign 
for new accounts has long 
been with us, and has been 
run with varying degrees of 
success in practically every 
part of the country. Per 
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haps I may be permitted 
briefly to outline a cam- 
paign of this nature, which 
was operated in the bank 
with which I am connected. 
It was called the Silver An- 
niversary Campaign, and 
ran from November 5, 1928, 
to January 15, 1929, per- 
haps a trifle longer than I 
should recommend a similar 
effort. A total of 8172 
savings accounts were in- 
troduced, with initial bal- 
ances of $1,071,000, to- 
gether with 12,496 Christ- 
mas Club accounts, and 701 
safe deposit boxes rented. 
No cther type of business 
was solicited. The total cost 
of the campaign was some- 
thing over $18,000; the sav- 
ings accounts averaged $131. 

After the campaign 
proper closed, a brief tem- 
porary campaign, running 
three weeks, was conducted 
during which time 541 
accounts, averaging 
$323, were opened, and 104 
safe deposit boxes rented. 
The cost of this business ran 
about a dollar per account. 

Results of such a cam- 
paign can be measured 
from two points of view, 
and it is a question which 
of these is the more im- 
portant. In the first place, 
the campaign set up a fine 
stimulus for employe loyalty 
and a desire to see and help 
the bank grow. It also 
demonstrated to each and 
every employe that he or 
she had definite possibilities 
as a producer of business 
for the hank and a builder 
of the hank. The campaign 


savings 


protection. 


payments, 





Keep Up Your Life Insurance 


Don't meddle with your life insurance 


If you are one of those who are obliged 
to revise their expense budgets because 
of the shrinkage of security values in the 
November break, don’t practice the false 
economy of sacrificing the values that you 
have built into your insurance policies by 
changing or surrendering them. 


Be less liberal in other expenditures if 
you must, but keep up your premium 








Above all, don’t listen to any specious 
plan which involves giving up the insur- 
ance you now carry, in the hope of obtain- 
ing equal protection at lower cost, with- 
out consulting the underwriter who first 
wrote your policies. 


BANK of MANHATTAN TRUST COMPANY 


Insurance agencies are sending out as envelope stuffers 
reprints of this advertisement, which was run in New 


York newspapers by a New York trust company. 


It is 


an excellent example of institutional advertising. 


from this standpoint was a 
success, as shown by the 
fact that every employe 
produced one or more ac- 
counts—a full 100 per cent. 
participation. The keen, 
yet friendly competition 
that prevailed between in- 
dividuals during the entire 
campaign, together with the 
good fellowship spirit mani- 
fested, as well as the en- 
thusiasm displayed by the 
workers, was noteworthy. 
The campaign started with 
the greatest of enthusiasm 


and terminated with 
record day of 1185 
counts. 

The bank had previously 
conducted three campaigns, 
all successful to some de- 
gree, and after each there 
were a number of the staff 
who wanted to continue 
sales work upon a compen- 
sation basis. A good deal 
of consideration was given 
to a plan which would at 
once be equitable to the 
bank and to the employe. 
Most banks which have con- 
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The 
First Step 


to Fortune 


IS EASY TO TAKE... 
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Avcete over $378,000.000 


More thas 190.008 depositors 


EMIGRANT 
“"" SAVINGS BANK 


Dewnrewn, 51 Cimmbers Sereet + Urrown, 415 Lexingem Aveune, corner 48rd Strest 


Peunparrex PLACE OF MANY NOTABLE NEW YORK FORTUNES 


One of a series of well thought out savings advertising 
being run large size in New York City newspapers by a 


New York saving bank. 


This example is 


excellent in 


physical appearance and in text. 


or contests 


have derived a considerable 
degree of satisfaction from 
the low cost at which busi- 
ness was secured. We 
shared in this satisfaction 
until we realized that it was 
scarcely in line with the 
bank’s policy of treating em- 
ployes with a full degree of 
fairness and _ consideration. 
Certainly no one can justify 
asking «tellers and book- 
keepers, collectionettes and 
transiteens, who have done 
a full day’s work, to go out 
and solicit savings business 


upon a commission basis, 
which, even when they are 
successful, is less than the 
wage of a messenger boy. 
Our present sales plan is 
much more liberal. Not all 
employes participate. The 
work is entirely voluntary. 
The plan has only been in 
effect since April 1, 1929, 
but in eleven months has 
produced 5587 savings ac- 
counts, with initial deposits 
of $1,877,000, and an aver- 
age balance of $376. Christ- 
mas savings accounts num- 
bering 13,806 were secured 


es 


under the plan, with an 
estimated maturity value 
based upon previous years 
experience of about three 
quarters of a million dol- 
lars. Payments for Christmas 
Club accounts were nom: 
inal, ranging from twenty- 
five cents for a fifty-cent 
club up to $2 for a $20 one, 
Payment for good savings 
business was, however, upon 
a much more liberal basis, 
and will average about $2.75 
per account. 

Employes are offered, and 
some of them are taking, a 
course in salesmanship. 
They are able to approach 
a prospect from the cus 
tomer’s viewpoint with a 
sales argument that is as 
far ahead of the old “won't 
you open an account in our 
bank, because we have a 
drive on,” as the automobile 
is faster than the ox cart. 

Who are the prospects? 
Any one and every one 
who has or expects ever to 
have money. From _ the 
bank’s standpoint, the best 
age is twenty-five to thirty, 
the graph showing a sharp 
curve up to thirty years 
Then down even more 
sharply to fifty, when ther f 
is another rise. It’s now of 
never at the half-century 
mark, and all too often it’ 
too late. The same survey 
shows that women on the 
average maintain better ac 
counts than do men, with 
housewives leading the lis 
of desirable prospects; 
teachers are good; so af 
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men and women in the 


trades. 
We advertise to these 


and to a three million odd 
population, through the 
daily papers, the foreign 
language press, on the bill 
boards and in the cars. We 
use direct mail and, above 
all, we aim to make cus- 
tomers through contact our 
best advertisement. We aim 
to give every depositor 
every time he or she is in 
the bank a full measure of 
courtesy and consideration; 
to give it promptly and 
cheerfully; to be sincere; to 
be builders both for our- 
selves and for those who 
shall take up the work that 
we must leave undone. 
Effectively to build sav- 
ings we must have faith in 
savings. We must continue 
strong in the knowledge 
that the savings bank 
renders an essential service 
to the individual, to the 
community, to the nation. 
So I believe in savings 
advertising; believe in sales- 
manship; believe that savings 
accounts can be held suc- 
cessfully in competition with 
other investments; as a 
means of buying to better 
advantage; as an insurance 
against old age and adver- 
sity; as an open sesame to 
Opportunity; sold to make 
live happier and to take 
from death the haunting 
sting of a pauper’s grave. 


“Rep 


me and my cause 
aright 


the unsatisfied.” 


HOW BANKS ARE 
ADVERTISING 


UNDER the title “The Six 
Best Sellers” are listed in 
each issue of the Cleveland 
Trust Monthly the six em- 
ployes who are adjudged the 
best sellers for the previous 
month. The recognition is 
based partly on number of 
accounts and volume of new 
business, but other circum- 
stances are also considered. 


AN interesting history of 
New York, ‘“Manna-hatin, 
the Story of New York,” 


which was published in book 
form by the Manhattan 
Company of New York as 
a publicity feature, has been 
running in serial form in the 
New York Evening World. 
In addition to the great 
amount of space given it in 
that paper, the book received 
much mention throughout 
the other newspapers and 
periodicals of the city. The 
volume, which was reviewed 
in the February issue of THE 
BANKERS MAGAZINE, pre- 
sents a succession of the 
most picturesque episodes in 
the city’s history. 


This is what hav, made the 

First National 

in the Gctat, . West, : 
of life. fe ay 

Tan’t it worth to wane 


FIRST NATIONAL BANK 


ST.LOUIS’ LARGEST BANK 


BROADWAY -- LOCUST -- OLIVE 


Use of the word “first” as a mark of its size and im- 
portance as well as a part of its title is important in all 


of the advertising of this St. Louis bank. 


It is well 


exemplified in this newspaper advertisement, which pre- 
sents reasons why the word is so well suited to it. 
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THE March number of 
“with interest,’ that inter- 
esting pulication of the Ver- 
mont-Peoples National Bank 
of Brattleboro, contains a 
number of illustrations of 
interest to the people of that 
community. They include 
groups of various local or- 
ganizations, a number of 
pictures ‘of the new Elks’ 
Home of that city, and 
several photographs of the 
West River Valley Rail- 
road, which it is expected 
will be rehabilitated next 
summer. The cover shows 
a group of boy scouts look- 
ing down on Brattleboro 
from the top of a nearby 
mountain. 

“It is the purpose of this 
booklet,” says a brief de- 
scription on the first page, 
“to give such a survey of 
activities of the town and 
vicinity as is possible by a 
more cr less hit or miss hunt 
with the camera. . The 
bank continues to hear from 
many sources that this book- 
let is being saved as a 
souvenir of both past and 
contemporaneous history, and 
and we hope it helps to 
maintain a price in the town 
and an interest in the Bank 
which offers it as a civic 
contribution.” 


Unper the title, “Presenting 
the Men Who Direct the 
Destinies of a Great Insti- 
tution,” the First National 
Bank in St. Louis has pub- 
lished a booklet containing 
individual photographs of all 
of its sixty directors and 
listing the business and pro- 
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fessional affhliations of each. 
It also lists separately the 
305 business concerns with 
which these men are con- 
nected. 

The booklet presents a 
striking appearance with a 
cover of gilt in an all-over 
pattern, on which is super- 
imposed a rectangle of silver 
on which the title is printed 
in black. The inside pages 
are equally attention-getting. 
The rough white paper is 
printed in brown, with mod- 
ernistic decoration in the 
form of bands of four shades 
of brown. The bands vary 
in width according to the 
place in which they are 
used. The ‘half-tone photo- 
graphs of the _ directors, 
grouped six on a page and 
printed on left-hand pages, 
are especially effective 
printed in brown. The 
photographs are numbered 
and under the numbers on 
the right-hand page opposite 
are given. the names and 
business affiliations of the 
men pictured. 

A few pages at the front 
of the booklet contain a brief 
explanation of the impor- 
tance to a bank of its 
directorate. 


AN unusually well written 
investment circular is that 
published by G. L. Ohrstrom 
& Co., of New York, called 
“A Wall Street Epic.” It 
devotes the major portion of 
the copy to the new Man- 
hattan Company Building, 
outlines the other achieve- 
ments of the Starrett Corpo- 
ration, builders of this and 


es 


other skyscrapers, and sug: 
gests the securities of this 
company aS an investment. 
The story of the erection of 
the Manhattan Company 
Building is strikingly told in 
the text, which reads, in 
part, as follows: 

“Within a few days after 
demolition had been com- 
pleted, huge steel girders of 
the new building were al 
ready fastened into place. 
While the riveters tossed 
their flaming missiles among 
the rapidly rising girders, 
motor trucks were nosing 
their way into the cavern 
ous regions below, hauling 
out the muck and rock of 
the core; making room for 
subcellars and vaults... . 

“The last rivet in the steel 
structure was driven No 
vember 21st, 1929, marking 
completion of the structural 
steel work, erected from 
start to finish in the unpre 
cedented time of less than 
five months. Simultaneously 
the outside walls were fin 
ished to the top of the 
building and tower and 
major portion of the in 
terior work had been com: 
peeted. . . .” 


THE Houston National 
Bank, of Houston, Texas, 
has begun a new series of 
playlets in a broadcast over 
the radio depicting thrilling 
events in the history of that 
state. Musical settings are a 
part of each incident. The 
Monday evening programs 
of the bank over station 
KPRC have become an insti’ 


tution in Texas. 
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THaT “times have changed” 
is shown by a recent window 
display in a Louisville, Ky., 
bank in which special fur- 
iture and equipment for 
bridge was featured. The 
display included folding 
tables, folding chairs, table 
covers, etc., and a sign in 
the window mentioned a 
teacher of contract bridge, 
who would give lessons at 
a stated price per hour. 

In former days, the banker 
generally frowned on card 
players and any form of 
gambling, and a card player, 
no matter what game he 
played, was considered a 
poor credit risk. 


A LETTER signed by the 
vice-president and manager 
of the bond department of 
the Liberty Trust & Savings 
Bank, of Chicago, accom- 
panies a circular issued by 
that institution advertising 
an issue of first mortgage 
bonds. The letter, which is 
addressed “to our investors,” 
is well written and atten- 
tion-getting, thus making 
almost certain that the 
reader will also read the 
circular, in which details of 
the issue are given. 


TRUST service is the subject 
of a well gotten up booklet 
published by the Merchants 
National Bank of Boston and 


entitled “An Outline of 
Trust Service.” It is simply 
but attractively printed in 
black on white paper of 
good quality and the cover, 
also in black and white, con- 
tains only the title of the 
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“My entire staff must learn what facilities 
8 large bank can offer its customers . . . I've 
found that It isn't enough for me to know.” 


" . . But we don't 


know anyone in RIO" 


sales manager of a New York manufacturing concern had 
obtained information indicating a large and profitable market for 
one of his company’s products in certain parts of South America, 
Yet he postponed making aggressive sales efforts for over @ year, 
awaiting an opportunity to send a representative. 

When the president ot the company learned of the delay, he asked 
for an explanation. The sales manager replied: “But we don’t know 
anyone in Rio!” The president pdinted out that foreign trade oppor- 
tunities could not always wait on personal contact, and that a strong 
banking connection might be employed to establish the necessary 
trade connections in the foreign market. 

Further investigation indicated that the credit manager had been 
opposing export activity, simply because he did not know about the 
facilities offered by a large bank for credit information on concerns 
abroad and for handling collections. Amazed at these two evidences 
of ignorance, the president invited an officer of the Irving Trust 
Company to present before a special staff meeting of his company 
& description of the Irving banking services designed to facilitate the 
foreign trade activities of custome:s. 

If you are Interested in Foreign Trade 
By epecial arrangement. a representative of the Irving Trust Com- 
pany will gladly appear before your staff. He will explain how the 
‘world-wide correspondent relationships of the Irving can assist you to 
develop new markets, 


IRVING TRUST COMPANY 


An example of a series of interesting ad- 


vertisements of a New 


York trust company, 


which display a new type of art work—a 
banking group superimposed upon a back- 


ground illustrating the 
conference. Headline 


subject of the group 
is attention-getting 


and layout and copy are both exceptionally 
good. 


booklet and the name and 
seal of the bank. 

In the booklet are out- 
lined the bank’s trust  ser- 
vices and an outline which, 
when filled out, will furnish 


the material from which an 
attorney can draw up a will 
for the person who has com- 
pleted the outline. 

“Our trust department,” 
says the foreword in explain- 
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ing the purpose of the book, 
“undertakes every service 
connected with the protec- 
tion and improvement of 
money, securities or of capi- 
tal in any form. Hence we 
cannot hope to give the de- 
tails of so broad a service in 
one small booklet. We can, 
however, give you the un- 
derlying principles of that 
service; and an outline of 
how they are applied... . 

“After you have read it, 
you may have questions to 
ask; if so, our officers are 
ready to answer them. You 
may talk with a friend who 
asks questions that go be- 
yond your knowledge of de- 
tails; if so, bring him to one 
of our officers.” 


THE National Economic 
Bank of Warsaw has pub- 
lished an interesting and 
good looking booklet show- 
ing the various fields in 
which it takes an active 
part, i. e., government financ- 
ing, development of trade, 
granting of credits to banks, 
etc. After a general intro- 
duction, one page is devoted 
to each of these activities, 
and the bank’s service in 
that field is shown graphi- 
cally by means of a chart in 
color and pictorially in a 
reproduction of a colorful 
window. On the last page 
of the booklet is a photo- 
graphic reproduction of the 
hall of the National Eco- 
nomic Bank at the Polish 
National Exhibition and, al- 
though it is not so stated in 
the booklet, the windows 
reproduced in the booklet 


apparently are those in the 
hall. The windows, like the 
room, are in the modernistic 
vein, and are delightfully 
colored. 


Two brochures on the sub- 
ject of estate analysis have 
been gotten out by the Lee, 
Higginson Trust Company 
of Boston, and were dis- 
tributed, in part, by means 
of advertisements run in 
Boston newspapers on the 
same subject and suggesting 
that the reader send or call 
for this additional literature. 

The first booklet takes as 
an example the estate of 
Richard Roe and makes up 
for this estate a personal 
balance sheet. For each 
asset or liability three figures 
are given, the present value, 
and the minimum and maxi- 
mum values in case of death. 
This balance sheet is then 
analyzed to show that in- 
stead of providing for an 
income of $15,000 yearly 
for his survivors after his 
death, it might instead yield 
only $3500 a year. An 
explanation was then made 
of how, under the plan of 
the trust company, this was 
changed to provide a larger 
future income without sacri- 
fice of the present one. 

The second booklet con- 
sists of an outline to be 
filled in by the reader in 
making out his own personal 
balance sheet and statement 
of his estate condition, so 
that it may be analyzed by 
the trust company. “Upon 
completion of the personal 


balance sheet, and after care- 
ful study of your estate 
objectives,” says an invita- 
tion, “the Lee, Higginson 
Trust Company will analyze 
your estate and formulate 
plans for strengthening, de- 
veloping and protecting it.” 


NEWS 


F. E. GyMer, assistant publicity 
manager of the Cleveland Trust 
Company, has been elected 
president of the Cleveland Fi- 
nancial Advertisers’ Association. 
F. M. AnsLey, of the Guardian 
Trust Company, has been made 
secretary and W. \W. Pierce of 
the Cleveland Press has been re- 
elected treasurer. 


FRANK Fucus, advertising man- 
ager of the First National Bank 
in St. Louis, will address the 
Denver Convention of _ the 
A. J. B. on “How to Write Ef- 
fective Advertising Copy.” Mr. 
Fucus is a director of the Fi 
nancial Advertisers Association 
and vice-president of the St. 
Louis Advertising Club. 


Epwarp H. AsraAms has joined 
the Los Angeles office of Edwin 
Bird Wilson, Inc., New York 


financial advertising agency. 


WOLLENBERGER & CoMPANY, 
Chicago investment bankers, 
have appointed the Edward Wil: 
liam Rose Company, Chicago, 
to direct their advertising ac 
count. 


J. F. GarpiNer has been ap 
pointed advertising and publicity 
manager of H. M. Byllesby and 
Company, Chicago investment 
securities firm. 


CuHarLtes H. McManon, as 
sistant vice-president of _ the 
First National Bank of Detroit. 
in charge of advertising, has 
been elected president of the 


Aircraft Club. 


A BILL which would have pre’ 
vented banks and trust compa’ 
nies from advertising their facili- 
ties to act as administrator, ex’ 
ecutor or trustee has been killed 
by the Massachusetts House of 
Representatives after numerous 
Republican members had con 
demned it. 





Making Five Letters Do the Work 
of One Hundred 


Third Edition of Peterson International Code Expanded from 
90,000 to More Than 200,000 Words 


By FAULKNER KEITH 


IGHTY oaks from little acorns 
M grow and long financial and 

business messages containing 
dozens and in some cases hundreds of 
words grow from small combinations of 
letters of the alphabet, at least when 
this letter manipulation is being arranged 
by Ernest E. Peterson, founder of 
Peterson International Code. 

The Peterson Code, used by banks 
and financial institutions in all countries 
for carrying on business by cable and 
radio, contains more than 200,000 words 
in code which comprehend practically 
every word, term, or phrase used in the 
banking, industrial and business vocabu- 
lary. The third edition of the code was 
issued when the new international cable 
code regulations became effective last 
October which made it possible to ex- 
pand it from 90,000 to more than 
200,000 words. This was because the 
old regulations provided that any two 
five-letter code words might be joined 
and accepted for transmission as one 
word providing either of the code words 
was pronounceable. This regulation was 
abolished by the International Telegraph 
Conference at Brussels, at which Mr. 
Peterson served as technical adviser to 
the United States delegation, and a new 
rule was substituted providing that two 
five-letter words can be combined into 
a ten-letter code word if such ten-letter 
code word contains at least three vowels. 
It is chiefly due to this regulation that 
the new edition of Peterson Interna- 
tional Code contains so many additional 
code words. Originally intended for 
banks and embracing only financial 
terms and phrases, the new code con- 
tains thousands of words employed in 


many businesses and commercial activi- 
ties which in the past have been com- 
pelled to depend upon straight or de- 
layed messages in their cable and radio 
communications. 

Mr. Peterson asserts that the exten- 
sion and change of the code was in- 


E. E. Peterson 


Founder of 


Peterson International 


Code. 


evitable due to the increasing American 
participation in world finance, the world 
distribution of American automobiles, 
branch factories, motion pictures and 
other manifestations of the international 
complexion which all phases of Ameri- 
can business have taken on since the 
World War. 


New developments in world finance 
881 
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ERACU.... Drawee demands order to sample goods 
ERADV.... Drawee does not agree 
ERAEW.... Drawee(s) fictitious 
Drawee has no advice regarding draft 
Drawee(s) have (has) cabled 
ERAHZ.... Drawee(s) have (has) written 
ERAIA.... Drawee(s) may be permitted to accept 


ERAJB.... Drawee(s) may be permitted to accept provided || 


all charges are paid 

ERAKC.... Drawee not in position to pay at present 

ERALD.... Drawee not known 

ERAME.... Drawee(s) of our remittance 

ERANF.... Drawee(s) of your remittance 

ERAOG.... Drawee(s) offer(s) 

ERAPH.... Drawee offers to return goods against release of 
acceptance 

ERARI.... Drawee out of town, expected back 

ERASJ.... Drawee promises (to) 

ERATK.... Drawee(s) promise(s) to pay 

ERAUL.... Drawee quite responsible 

ERAVM.... Drawee(s) refuse to accept 

ERAWN.... Drawee refuses to handle shipment. Instruct 

ERAXO.... Drawee(s) refuse(s) to pay 

ERAYP.... Drawee refuses to pay interest 

ERAZR.... Drawee(s) request(s) 

ERBAP.... Drawee aay 6 amount incorrect 

ERBEU.... Drawee says cannot pay at present 

ERBIY.... Drawee says cannot pay at present. Shall 
we hold or return 





ERBKA.... Drawee says remitted direct 
ERBOE.... Drawee says will pay 
ill pa 





DRAWEE—DRAWN—187 


.--- Drawer does not seem to be rasponsible 

.--- Recover from drawer(s) 

..-- Refer to drawer 

--.. DRAWING(S) 

.-.. Are drawing 

.-- Are you drawing 

...- Debit our account for all drawings 
EREMW.... Discontinue drawing (until) 
ERENX.... Discontinue dzawing until your account is at 

credit 


|| EREOY.... Drawing against 

|| EREPZ.... Drawing not advisable 
ERERA.... Drawings not to begin before — 
|| ERESB.... Drawing on us (for) (at) 


ERETC.... Drawing on you (for) (at) 

EREUD.... Drawings to be advised by cable 

EREVE.... Drawings to begin — 

EREWF.... For what amount are you drawing 

EREXG.... We are not drawing 

EREYH.... What is the difference between drawing at 
sight (and) 

EREZI.... Why are you drawing 

ERFAH.... DRAWN 

ERFBI.... Against what — have you drawn 

ERFEL.... Against which we have drawn 

ERFHO.... Amount drawn (by) 

ERFIP.... Bills drawn on you 

ERFMU.... Cable amount drawn (by) 

ERFOW.... Drawn against 

ERFRY.... Drawn against uncollected funds 

ERFTA.... Drawn bonds 


Part of a page from Peterson International Code. 


and the relationship of scientific progress 
and governmental changes to the busi- 
ness and financial structure are indi- 
cated in such code words as “Ozerw,” 
meaning world bank, “Patik” for 
Graf Zeppelin, “Uvofx” for Papal 
State, “Heocn,” (League of Nations), 
“Ohymx,” (we will call you on the 
telephone), “Ilczu,” (Lindbergh), 
“Ikupz,” (Hoover), “Fovaw,” (Facist 
Government), “Foynd,” (Soviet Gov- 
ernment), etc. 


“BELIEVE IT OR NOT” 


Here is a new one for Ripley but an 
old one for Mr. Peterson (believe it or 
not) the five-letter code word “Dlara” 
when translated means the following to 
the individual or banking house on the 
receiving end: 

“We have issued our irrevocable 
letter of credit number—credit expires 
—for. amount of—in favor of—for 
account of—covering shipment of— 
from—to—. Advise beneficiary (ies). 
Available by drafts drawn on us at 120 


days’ sight and accompanied by invoice 
in duplicate, consular invoice in dupli- 
cate, marine insurance certificate and 
full set of negotiable ocean bills of lad- 
ing made out to our order to be de- 
livered to the negotiating bank or 
bankers who will forward to us direct 
one of each of the required documents, 
(except insurance certificate), attaching 
to the draft their statement to that effect 
together with the remaining documents.” 

The above message, contained in one 
five-letter code word, can be joined to 
another five-letter code word, making 
one tendletter word which when de- 
coded might well compete in wordage 
with the remarks of an after-dinner 
speaker. One can easily imagine the 
tremendous increases in cable and radio 
tolls which our large banking establish- 
ments would have to pay if messages 
similar to the above were paid for on 
the word basis. 

Every day thousands of messages are 
sent to and received from branch banks 
and foreign business offices all over the 
world and the great bulk of such mes: 
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sages is in code. Important transactions 
in which code proves of great time and 
money-saving value have to do with 
transfers of funds, collection items, 
letters of credit, buying and selling of 
stocks and bonds, foreign exchange 
operations, bills of lading, etc. 


ORIGIN OF THE CODE 


That this code has indeed become an 
international institution used by banks 
in every country where modern bank- 
ing is caried on is quite well known, 
but the’ story of how Peterson’s banking 
code came to be and how Mr. Peterson 
established an international reputation 
among the most conservative fraternity 
in the world, is as interesting as the 
code itself. In answering the question, 
“How was it done,” Mr. Peterson’s 
reply is “It wasn’t done. It did itself. 
We simply supplied something which 
filled a genuine need and the demand 
grew as the usefulness of the code 
demonstrated itself.” 

Mr. Peterson entered the services of 


Swift & Company, when he was quite 
young and handled all of the cable com- 


munications of that institution for a 
good many years and naturally under 
the experience afforded by one of the 
country’s greatest organized commercial 
houses, gained the experience which 
enabled him to build the most economi- 
cal and efficient codes, since it had always 
been the policy of Swift & Company 
to maintain their equipment and organi- 
zation at the highest possible standing, 
not only in their Cable and Codes De- 
partment, but throughout their organi- 
zation. Their codes today are among 
the most efficient in the world. 

It was Mr. Peterson’s idea that a 
comprehensive general code adapted to 
banking needs would not only simplify 
matters but would result in a great sav- 
ing of time and a reduction in cable 
and telegraph charges. Finally the first 
edition came off the press and a copy 

‘s sent to all important banks with 
he request that they hold it for ninety 
days and return it if it had not proved 

factory within that time. It is a 
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tribute to Mr. Peterson’s vision and 
tenacity of purpose that every bank 
approached at that time today carries 
a copy of Peterson’s Banking Code. 
Foreign banks quickly saw the advan- 
tage of the international code for bank- 
ing, and the realization that it had come 
to stay was confirmed with its constant 
use and its adoption soon became inter- 
national. 

As Mr. Peterson says, “It did itself.” 
Bankers were convinced by the original 
edition that the most practical code was 
a general one which could be amplified 
to suit their own special needs. Thus 
the third edition of the code covers the 
widest range of banking requirements 
in both tabular and phrase form. Ex- 
treme pains have been taken, Mr. Peter- 
son says, to see that the general code 
conflicts in no way with the private 
codes for banks and commercial houses 
also compiled by the Peterson Cipher 
Code Corporation. 

The Peterson service includes a copy 
of Peterson “Cable Address Direc- 
tory,” listing banks and firms in all 
parts of the world using the Peterson 
code, and the cable address of each. 
Among the subjects coded in the third 
edition are payments, credits, collections, 
documents, currencies of all denomina- 
tions, letters of credit, commodities, 
countries, cities, names of thousands of 
banking and financial institutions, lists 
of securities with buy, sell, and per 
cent. tables, and a serial table covering 
a complete range of figures from 00001 
to 100,000. 


ROYAL BANK ESSAY CONTEST 


A PAPER on the subject of “Canadian Policy 
on Commercial Treaties,” submitted by H. C. 
Flogg of Queen’s University, won the $1000 
graduate fellowship offered annually by the 
Royal Bank of Canada, Montreal, for the 
best essay submitted on one of a number of 
specified subjects. The contest is put on by 
the bank to encourage systematic study of 
the economic problems of the country. 

Subjects for the 1930-31 contest are: “The 
Economy of Machine Production in Agricul- 
ture,” “Methods for Development of the 
Tourist Trade,” “A Study of Empire Trade,” 
and “Recent Developments in Wholesale and 
Retail Distribution.” 
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The Lefcourt-Colonial Building, in which are located the new mid- 
town offices of the American Trust Company and the New York 
Title and Mortgage Company, New York. 





Banking concourse of the new mid-town office of the American Trust Company 
and New York Title and Mortgage Company. 


Affiliated Companies Open. New 
Mid-Town Office 


the New York Title and Mortgage 
Company have opened new offices 
in midtown New York in the recently 
completed Lefcourt-Colonial Building at 
4lst street and Madison avenue, thus 
returning to the location which they had 
occupied for a number of years previous 
to the erection of the new building. 
These two afhliated companies occupy 
the banking floor, mezzanine and space 
above. The entrance to the banking 
concourse is on Madison avenue, whence 
a broad stairway leads to the banking 
floor. Large French windows entirely 
occupy the north and west sides of the 
banking room, giving an abundance of 
daylight and adding to the cheerfulness 
of the room. On the north are the 
tellers, behind a clear glass screen of 
modified height, which combines the 
irendliness of the open counter with 


Tie American Trust Company and 


an aditional top shelf over that counter 
which keeps the cash out of sight. On 
the west are the officers’ quarters, en- 
closed by a low marble railing. 

The design of the room follows the 
Italian Renaissance. A wainscot is of 
polished marble and the counterscreen 
is of Loredo Chairo Italian marble, 
which is also used for pilasters to sup- 
port the ornamental frieze and plaster 
cornice of the ceiling. These are painted 
in soft tones, with high lights empha- 
sized in old gold. 

The quarters of the New York Title 
and Mortgage Company are on the floor 
above and can be reached from the bank 
by a stairway or from the street entrance 
by a private elevator. The general treat- 
ment is in Tudor, the ceiling stenciled 
and colored in quiet shades to harmonize 
with the general character of the archi- 
tectural plan. 
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A Good Year for Savings Banks 


a red mark on the calendar for 

1930 and call it a good year,” set 
the tone of the tenth annual convention 
of the National Association of Mutual 
Savings Banks, held in Atlantic City, 
May 14-16. It was Robert L. Hoguet 
of the Emigrant Industrial Savings Bank 
in New York who sounded this note at 
the opening session. Mr. Hoguet, the 
retiring president, cited some of the 
factors leading to his conclusion. 

“The savings banks have stopped pay- 
ing out money to protect margin ac- 
counts and deposits are on the increase,” 
he said. “If it is true that we are not 
likely to see another bull market in the 
near future, it also is true that the period 
of liquidation following the break seems 
to have reached a normal end. For the 
first four months of 1930 the savings 
banks in the State of New York have 
increased their deposits by $77,500,000. 
A similar gain has been made in other 
states. The rate of increase is higher 
than last year at this season, and sound 
and satisfying in the face of conditions. 
_ “The public is returning to a con- 

ception of saving that almost disappeared 
in the boom period. A year ago stocks 
could be bought at random, to yield 5 
to 10 per cent. a month. The rates paid 
by savings institutions became unattrac- 
tive to many persons of small capital. 
Since it was easier to buy stocks upon 
margin than to pay for them outright, 
and always with the chance of rapid 
appreciation, savings accounts were 
drawn upon to finance stock purchases. 

“When the inevitable happened, our 
banks were the immediate source of 
funds to carry on. During October and 
November we paid out millions every 
day for this purpose, but December saw 
a change that is continuing steadily. It 
has been a principle in our institution 
that savings increase when times are 
hard. These are not exactly hard times, 
but there has been a pinch and we see 
the principle justified. I believe that 
business is well on the way to normal 
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Te declaration that “we can put 


and look for a substantial increase in 
savings accounts this year.” 

Mr. Hoguet pointed out that the 
assets of the mutual institutions, 
amounting to more than $10,000,000,- 
000, make up the largest acumulation of 
small capital ever gathered together by 
one class of banks. These $10,000,000,- 
000 of assets and 12,000,000 depositors 
are about equal to the population and 
national wealth of the country when the 
first of the banks was established a 
century ago. 

Mr. Hoguet further discussed the 
question whether mutual savings banks 
should seek admission as members of 
the Federal Reserve System. 

“Each of our banks stands alone,” 
he told members of the association, 
“with its functions and privileges rigidly 
defined by state laws. This is a day 
of consolidations and co-operation. But 
a mutual savings bank cannot join the 
Federal Reserve System, and we have 
no comparable organization of our own. 
In case of need one savings bank can- 
not help another except by the action 
of its officers, which implies a formid: 
able responsibility. 

“Tt has been suggested that the savings 
banks could set up a co-operative clear- 
ing house similar to the Federal Reserve 
Board, but joining the existing cystem 
would simplify the solution. Events of 
last fall have shown that the Board is 
the best banking device ever created to 
bring about stability. 

“It also should be made possible for 
savings banks to combine at will, as 
other banks combine. Another urgent 
need is the right to open branches as 
required. In most states the privilege 
is restricted to one or two branches, 
while commercial banks may have ten 
or a hundred.” 

A resolution favoring legislation that 
will permit mutual savings banks to act 
as trustees for depositors was adopted. 
Howard Biddulph, vice-president How- 
ard Savings Institution, Newark, chair 
man of -the committee in charge, 
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emphasized that a majority of the 
depositors in mutual institutions have 
no other banking relations. He said it 
was a contradiction that the bank which 
helps a man to accumulate a small 
capital, by years of effort, should be 
unable to administer that capital after 
his death. 

“Commercial institutions in which the 
savings depositor might have confidence 
are not always interested, nor do they 
find it to their advantage to undertake 
the management of small estates,” said 
Mr. Biddulph. “It is obvious that the 
smaller an estate may be, the more 
important it becomes to make the most 
out of it. Can there be any doubt of 
the fitness of the mutual savings bank 
for such a service? During the cen- 
tury of its existence it has acted in 
the capacity of trustee. Its officers are 
trained in business and financial affairs 
and accustomed to handle, the money 
of others. I believe that such an in- 
stitution is ideally constituted to take 
over the estates of its depositors, at their 
wish.” 

Railroad consolidations were indorsed 
by the association. A resolution passed 
at the concluding session of the conven- 
tion set forth that they “have an invest- 
ment of more than $1,600,000,000 in 
the obligations of American railroads. 
These securities are owned indirectly by 
12,000,000 depositors. The integrity 
and stability of these obligations are de- 
pendent upon the continued capacity of 
the carriers to meet every demand for 
service. The resolution then put the 

ociation on record as favoring “the 

solidation of railroads into a limited 


number of strong, well-balanced systems, 
assuring to the nation a healthy competi- 
tive condition,” and indorsed the efforts 
of the Interstate Commerce Commission 
to that end. 

This action was regarded as an im- 
portant measure of support for the 
Commission, by reason of the savings 
banks’ large interest in the railroads. 
Out of the $25,000,000,000 invested in 
the carriers, the savings banks hold 
about a fifteenth part. Therefore it 
was believed that their action would 
attract further support to the principle 
of consolidation. 

Officers elected for the ensuing year 
were as follows: Thomas F. Wallace, 
president Farmers & Mechanics Savings 
Bank of Minneapolis, president; Howard 
Biddulph, Howard Savings Institution, 
Newark, vice-president; Walter E. Hal- 
lett, Bank for Savings, New York, 
treasurer: John W. Sandstedt, New 
York, executive secretary. 


ENGLISH BANK CHAIRMAN IN 
. NEW YORK 


Sir Harry GoscHeEN, Bart, K. B. E., chair- 
man of the National Provincial Bank Limited, 
London, arrived in New York last month, 
accompanied by William Hadwick, an as- 
sistant general manager of the bank. In 
addition to being chairman of the National 
Provincial Bank Limited, Sir Harry is a 
partner in Goschens and Cunliffe, merchant 
bankers of London; chairman of the Agricul- 
tural Mortgage Corporation Limited; deputy 
chairman of Lloyds and National Provincial 
Foreign Bank, Limited; and is also a director 
of the Chartered Bank of India, Australia 
& China, and Atlas Assurance Company, 
Limited. 
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Federal Reserve Bank Earnings 


HE chief argument against pro- 
posals to make membership in 
the Federal eserve System more 
popular by giving member banks larger 
shares in the earnings of the reserve 
banks than the 6 per cent. dividends to 
which they are now restricted “seems 
to be that there is considerable danger 
lurking in any proposition that tends 
to turn the Federal Reserve banks into 
institutions conducted in any sense with 
the idea of profit in view,” the Economic 
Policy Commission of the American 
Bankers Association declares in a report 
made public on May 25. 
“The fundamental 


value of the 


Federal Reserve banks to the nation is 
based on their freedom to conduct their 
operations with no other motive than to 
serve as reserve strength in the banking 
structure and to employ their resources 
with the single-minded aim of helping 
to maintain such an adjustment of the 


volume of credit to the volume of busi- 
ness that all constructive needs for 
credit shall be met and no expansion 
beyond those needs shall be facilitated,” 
the report says. “In that conception 
there is no place for purely investment 
operations. The provisions of the 
Federal Reserve Act dealing with the 
earnings are so framed as to make the 
public welfare the whole consideration 
determining Reserve bank policy. The 
provisions for specifically limiting mem- 
ber banks to the fair return of 6 per 
cent., for creating ample surplus funds 
and for absorbing all amounts above 
these allocations in payments to the 
Government were designed for the very 
purpose of removing the profit-making 
motive from Federal Reserve policy. If 
the principle is now set up of making 
an attractive rate of return on the stock 
a lute for membership we might recede 
from that high purpose and give room 
for the temptation to conduct the banks 
with their policies conceivably tinged 
with motives other than those of pure 
reserve banking functions. 
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“There is the danger, if member banks 
had too direct an interest in the question 
of earnings, that the public would be 
more critical than ever of the entire 
banking fraternity whenever economic 
conditions made it desirable to increase 
rediscount rates. The Federal Reserve 
under such circumstances would be even 
more reluctant than in the past to in- 
crease rates for fear of being subjected 
to the charge that extortionate rates 
were being made in order to earn 
greater dividends for the member banks. 

“On the other hand the member 
banks themselves might later be. dissatis- 
fied if, in times of very easy money, the 
Federal Reserve banks should, in an 
effort to maintain their earnings, become 
too active in open market operations and 
thus further cut interest rates for the 
entire country. 

“We are in full sympathy with the 
thought of making the Federal Reserve 
System more attractive to member banks 
but we do not feel that a wise measure 
for their end would be one tending to 
place undue emhpasis upon earnings. 
We wholly agree with the proposition 
that has been brought forward that only 
25 per cent. of earnings that naturally 
accrue shall, after provisions for present 
dividends and additions to surplus have 
been taken care of, be paid to the Gov- 
ernment, but as to what should be done 
with the remainder we find a great 
variety of views among the ablest 
leaders of the banking fraternity. 
Some argue that, instead of being 
applied in the form of increased divi- 
dends, it should be employed along lines 
of greater service and usefulness of the 
Federal Reserve banks to their members 
and to the public. Others have sug: 
gested that such excess earnings be 
utilized for the creation of an emergency 
fund to be used in times of stress to lend 
assistance to member banks on a basis 
which might be considered beyond ordi- 
nary banking rules but which would 
frequently avoid disaster and thus pro- 
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tect the public interest. The commis- 
sion feels that this question of the dis- 
position of excess earnings is an intricate 
and delicate one that should be subjected 
to further study before the American 
Bankers Association adopts any definite 
attitude on the subject.” 

In presenting the statistical facts in- 
volved in the question the report points 
out that since the organization of the 
Reserve System aggregate net earnings 
of the twelve banks have amounted to 
$515,215,983, of which $90,672,460 has 
been paid to member banks as dividends, 
$277,433.949 has been passed to surplus 
of the Federal Reserve banks and $147,- 
109,574 has been paid to the Govern- 
ment as a franchise tax. Franchise tax 
payments come only from Federal Re- 
serve banks, it explains, which have 
surplus equal to subscribed capital. 
Seven of the banks have attained this, 
with the prospects that the others will 
do so within three or four years, which 
will mean that payments to the Govern- 
ment will increase. 

“It is pertinent to keep in mind that 
the surplus of every one of the twelve 
Federal Reserve banks is already con- 
siderably more than 100 per cent. of 
paid-in capital, which is half of sub- 
scribed capital,” the report comments. 
“Aggregate paid-up capital now stands 
at $172,000,000 for the twelve banks 
and surplus at $277,000,000. 

“Various proposals have been made 
that member banks should participate 
more largely in net earnings of their 
respective Federal Reserve banks in 
some equitable ratio relative to their 
contributions of funds either as capital 
or deposits. The point is made that 


New York City 


excessive payments have already been 
given to the Government and further 
excessive sums will be paid after com- 
pletion of the surplus. It is argued that 
there is no equitable fiscal reason for 
paying such large amounts to the 
Government, whereas the banks whose 
funds create these earnings have a just 
claim to a larger participation in the net 
profits. It is further held that more 
generous treatment would increase the 
loyalty of banks now in the system, 
especially smaller country banks which 
have a hard time at best in making 
adequate earnings on their capital and 
would also tend to draw more banks 
into the system, thereby serving a sound 
purpose in strengthening the system. 
“In this connection it might be well 
to point out that a proposed increase 
in dividends would after all be a very 
small financial inducement to present or 
prospective banks. The Federal Reserve 
Bank of Richmond has computed on the 
basis of the last six years a theoretical 
forecast of additional earnings that 
would be disbursed to member banks 
during the next six years under two 
plans introduced in the United States 
Senate. The Fletcher bill provides that 
earnings, after present dividends and 
completion of 100 per cent. surplus, 
should be distributed to the stockholder 
banks. If the earnings of each bank 
were distributed among its own members 
there would be no extra dividends in the 
Boston, New York, Philadelphia, Cleve- 
land, Chicago and San Francisco dis- 
tricts during the next six years, but the 
other six Federal Reserve Banks would 
pay annual extras at the following rates: 
Richmond, 6.08 per cent., Atlanta, 4.09 
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per cent.; St. Louis, 3.50 per cent.; 
Minneapolis, 9.51 per cent.; Kansas 
City, 5.48 per cent.; Dallas, 4.85 per 
cent. If the earnings were pooled and 


paid out to all members in all districts 
each member would receive an average 
annual extra dividend of .78 per cent. 
Under this plan no franchise tax would 
paid. 
“The Glass bill would provide that, 


after present dividends, one-half the 
remainder should be paid to member 
banks as an extra dividend with the 
residue going to surplus and franchise 
tax. The average annual extras would 
be as follows: Boston, 2.51 per cent.; 
New York, .48 per cent.; Philadelphia, 
2.05 per cent.; Cleveland, 2.09 per 
cent.; Richmond, 3.26 per cent.; At- 
Janta, 4.67 per cent.; Chicago, 3.20 per 
cent.; St. Louis, 2.02 per cent.; Minne- 
apolis, 4.75 per cent.; Kansas City, 2.74 
per cent.; Dallas, 3.31 per cent.; San 
Francisco, 1.87 per cent. If these extra 
funds were pooled the result would be 
an extra average annual dividend of 
1.73 per cent. for each member. Under 
this plan the system would pay an aver- 
age franchixe tax of $1,941,996 each 
year. 

“A member bank having capital and 
surplus of $20,000, therefore, holding 
Federal Reserve bank stock amounting 
ta $6000 on which it is receiving $360 
under the present 6 per cent. dividend 
arrangement, would with the addition of 
each 1 per cent. to the dividend rate 
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receive an aditional income of $60 a 
year. If each member bank will figure 
out for itself the dollar-and-cents gain 
it would enjoy we are confident it will 
be agreed that the gains are small 
as against the economic disadvantages 
which can be pointed out.” 

The members of the Economic Policy 
Commission, American Bankers Asso- 
ciation, are as follows: R. S. Hecht, 
New Orleans, chairman; George E. 
Roberts, New York City, vice-chairman; 
Nathan Adams, Dallas; Leonard P. 
Ayres, Cleveland; Frank W. Blair, De- 
troit; Walter W. Head, Chicago; W. D. 
Longyear, Los Angeles; Walter S. Mc- 
Lucas, Kansas City; Max B. Nahn, 
Bowling Green, Ky.; Melvin A. Traylor, 
Chicago; Paul M. Warburg, New York 
City; O. Howard Wolfe, Philadelphia; 
Gurden Edwards, New York City, sec- 
retary. 


MID-CONTINENT TRUST 
CONFERENCE 


THe Sixth Mid-Continent Trust Conference 
will be held in Indianapolis under the joint 
auspices of the Trust Company and National 
Bank Divisions of the American Bankers 
Associstion. The date will be announced 
later. Trust companies and banks doing a 
trust business in the states of Arkansas, 
Colorado, Illinois, Indiana, Iowa, Kansas, 
Kentucky, Michigan, Minnesota, Méissouri, 
Nebraska, North Dakota, Ohio, Oklahoma, 
South Dakota, Texas and Wisconsin will 
Participate in the sessions, which will be 
devoted to the consideration of problems of 
developing trust business. 





Financial Advertisers Challenge the 
Next Decade 


will be the keynote of the Financial 

Advertisers Association convention 
which will be held in Louisville Septem- 
ber 17 to 20, it is announced by A. E. 
Bryson, president of the association, and 
vice-president of Halsey, Stuart & Co. 
Several new ideas will be used in the 
handling of the convention, which will 
be under the direction of H. A. Lyon, 
advertising manager of the Bankers 
Trust Company, New York, as general 
chairman, and A. Douglas Oliver, ad- 
vertising manager of the Provident Trust 
Company, Philadelphia, as general chair- 
man of the program committee. 

In an effort to make the sessions at 
the convention of the greatest practical 
use, there will be three divisions for dis- 
cussion ‘of a number of subjects. Instead 
of being divided by the type of financial 
service which the institutions render, the 
division will be according to the size of 
the cities. This grouping was decided 
upon because of appreciation of the fact 
that an institution in a large city has 
more to gain from the experience of 
another like institution than it has from 
the experience of some small city bank. 
The converse is equally true. Each of 
the groups selected will have sufficient 
in common to make for very worthwhile 
meetings. 

Clinton F. Berry, vice-president of 
the Union Guardian Trust Company, 
Detroit, will be chairman of the program 
committee for the Big City Depart- 
mental; Virgil D. Allen, assistant vice- 
president of the First Bank & Trust 
Company, Utica, N. Y., will be chair- 
man of the program committee for the 
Medium City Departmental; and Wayne 
Hummer, president of the La Salle Na- 
tional Bank, La Salle, Ill., will be chair- 
man of the program committee for the 
Sinall City Departmental. 

Mr. Lyon, in commenting on the 
convention, explained why the challenge 


aK challenge of the next decade 


of the next decade had been selected as 
the theme, saying: 

“It so happens that 1930 marks the 
end of one decade and the beginning 
of another. It also so happens that 
perhaps the greatest strides in financial 
advertising have taken place in the last 
decade and, with the speed at which 
we are proceeding, obviously greater 
strides will be made in the next decade. 
It is perhaps well to stop at this time 
and review in a very few words at the 
convention what has happened during 
the last ten years, in order that we may 
get a clearer view of what may happen 
in the next ten. Let me see if I can 
explain how I feel about this matter. 

“One of the favorite complaints, and 
usually a justified one, in financial ad- 
vertising circles has been that the heads 
of financial houses consider advertising 
and selling a somewhat extraneous activ- 
ity—not an integral part of the daily 
requirements of a financial institution. 
We often say that if our superiors only 
realized the necessity for public educa- 
tion and the development of business 
leads, our work would be infinitely 
easier and more effective. There is not 
much use in complaining. Perhaps we 
can do something about it—and there 
are only two ways in which anything 
can be done about it. 

“Some institutions have already seen 
the light and have placed the advertis- 
ing man in a position of responsibility 
and given him the necessary tools to do 
his job. Other institutions will find it 
necessary to follow, but, if we are to 
wait for this consummation, we will all 
be gray-haired and somebody else will 
be doing the job. The other way to 
accomplish our end is to educate our- 
selves, and it is our thought that the 
1930 convention offers a chance to 
pause and take counsel with ourselves. 

“What is going to happen in the 
business world in the next ten years, 
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and in what position will the advertising 
manager find himself? Obviously there 
is a distinct change in the complexion of 
business, and, while we do not plan any 
forecasts, we do propose that a clear 
exposition of the trends in business shall 
be set forth. Are bank mergers to be 
more or less frequent? Will we be in 
an era of branch banking, chain banking 
or a return to independent banking? 
Will there be more investment trusts 
or more trust investments? Will banks 
usunp the retail distributing functions 
of independent investment houses? 
These are questions which it is fair to 
ask and which it is only common sense 
to face, because they affect the future 
of every individual represented in this 
association. And in the light of these 
possibilities, whatever they may be, 
what part will the advertising man play? 

“One thing seems to stand out clearly, 
and that is that the term ‘advertising 
manager’ is, or should be, a misnomer. 
The advertising manager has two jobs, 
one of which he has been doing well 
and the other of which, in most cases, 
he has been neglectful. The first, and 
the one which he has been doing well, 
is to interpret his institution to the 
public. The second, which he has neg: 
lected, is the interpretation of the public 
to his institution. The advertising man- 
ager is, in reality, the public relations 
official of the bank. It devolves upon 
him to represent the public before the 
official staff as an interpreter of the 
public temper, and the public need. He 
should be consulted prior to any major 
move which his institution makes which 
will have a public reaction, and he, of 
all the officials in his shop, should be 
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able to gauge public acceptance of such 
action. If he is a good advertising man 
and knows his market, he can gauge 
public sentiment quite accurately. 

“The theme, “The Challenge of the 
Next Decade,’ is directed specifically at 
each individual member of the associa- 
tion. It is a challenge to him individ- 
ually to consider what situations his 
institution will face and what part he 
himself will play in meeting these situa- 
tions. It is designed to help each insti- 
tution and each F. A. A. member. 
It is an attempt to offer a background 
against which each of us may paint his 
own picture.” 


GIFT FOR PRESIDENT OF 
RESERVE CITY 
BANKERS 


J. R. Kraus, vice-chairman of the board of 
the Union Trust Company of Cleveland and 
president of the Association of Reserve City 
Bankers for the year 1929-30, has been pre- 
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Bowl presented to J. R. Kraus by the 
Association of Reserve City Bankers. 


sented with a sterling silver bowl bv the 
members of the organization as a “token of 
esteem and affection.” The bowl, which was 
presented at the closing session of the annual 
convention of the association, is a reproduc: 
tion of Paul Revere’s famous “Sons of 
Liberty” bowl on exhibition in the Metro- 
politan Museum of Art, New York City. 





Banco di Napoli Opens in New York 


pany of New York, a state bank, 

opened for business last month 
at Broadway and Spring streets. Its 
capital is $1,000,000 and its surplus 
$700,000. 

Officers are: President, Philip Tor- 
chio; executive vice-president, Antonio 
Masi; vice-president, E. Milton Berry; 
treasurer, Guglielmo Zanettini; secre- 
tary and assistant vice-president, Mar- 
cello Girosi; assistant vice-presidents, 
Philip Sgro’ and Ildo Marchisio; assis- 
tant secretary, Ettore Nardoni; and as- 
sistant treasurer, Angelo Cestari. 

The board of ‘ directors includes: 
Augusto Iaccarino, chairman; Anthony 
Campagna, real estate and builder; 


T= Banco di Napoli Trust Com- 


Eligio Cerruti, importer-manufacturer’s 
agent; Antonio Masi, central director of 
Banco di Napoli and vice-president 
Banco di Napoli Trust Company of 
New York; Arthur O. Mojo, president 


Mojo Cadet Co.; Philip Torchio, vice- 
president New York Edison Co.; 
Charles A. Tosi, vice-president Pastene 
& Co.; Guiseppe Vitelli, resident partner 
of the firm F. Vitelli & Son (mer- 
chants); and R. R. Williams, partner 
Kidder, Peabody & Co., bankers. 

The Banco di Napoli Trust Company 
of New York offers complete domestic 
banking facilities to all. Here Italians 
may deal with their countrymen; and 
to Americans, doing business with Italy, 
are offered the service of the 147 
branches of the Banco di Napoli, 
founded in 1539. The Banco di Napoli 
Trust Company of New York is a 
development from the agency of the 
Banco di Napoli, which was one of the 
first banks to establish an agency in this 
country. 

The original purpose of the bank was 
essentially philanthropic, granting small 
loans to the needy. The Bourbons, rul- 


Interior of the new Banco di Napoli Trust Company, of New York. 
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ing the southern part of Italy, often 
helped themselves from the coffers of 
the institution to meet state and court 
needs. It continued through such ad- 
versities up to the time of the French 
domination, when it was reorganized on 
a basis similar to that of the Bank of 
France, with the privilege of issuing 
bank notes. 


THE BANKERS MAGAZINE 


By a special law passed by the Italian 
Parliament, the Banco di Napoli was 
granted the exclusive privilege of issu- 
ing money orders to its foreign branches 
and their correspondents on all Italian 
post offices. It is the only financial rep- 
resentative of the Italian treasury in 
New York for the payment of govern- 
ment bonds. 





The Chase National Bank of New York, viewed from a new angle. 





Gleaned from the Month’s News 


affected by three principal causes, 

namely, an appreciable over-pro- 
duction that was somewhat general, un- 
certainty caused by prolonged delay in 
tariff legislation, and the over-issuance 
of securities beyond the power of the 
American public to absorb, accompanied 
by extraordinary developments on the 
stock exchanges, Fred I. Kent, chairman 
of the Commerce and Marine Commis- 
sion, told the Executive Council of the 
American Bankers Association at its 
spring meeting. He recommended the 
appointment of a commission of repre- 
sentatives of the Federal Reserve Bank 
of New York, the New York Clearing 
House Association and the New York 
Stock Exchange to make a study of the 
relationship between the issuance of new 
securities and the power of the public 
to absorb them, declaring that it would 
be possible to develop a series. of figures 
that would enable investment bankers to 
guide their security operations more 
scientifically. 


Tes business situation has been 


* * * 


“Examination by the constituted au- 
thorities of all investment, security and 
holding companies in which member 
banks’ capital or deposit funds are 
invested” was approved and favored in 
a resolution passed by the Executive 
Council of the American Bankers As- 
sociation at its spring meeting. The 
resolution was offered by Craig B. 
Hazlewood, former president of the 
association, who stated that the ques- 
tion was a fundamental one and would 
probably be dealt with sooner or later 
by Federal legislation. He suggested the 
approval of examination “so that the 
public might see that we have nothing 
to hide and believe that such examina- 
tion would be proper and right.” 


* * * 


\lthough membership in the Ameri- 
Bankers Association has decreased 
'y in the last year, it has been at 


a less rate than the decrease in the total 
number of banking institutions in the 
country, C. E. McCutcheon, chairman 
of the membership committee, told the 
Executive Council of the American 
Bankers Association at its spring meet- 
ing. Membership now stands at 19,564 
and non-members number 7925, as com- 
pared with 8535 a year ago. The “re- 
duction in prospects continues to make 
it extremely difficult to secure new 
members,” the said. Arizona, District 
of Columbia and New Mexico have a 
100 per cent. membership; Nevada, 
Utah and) Wyoming each have only one 
non-member; and twelve other states 
have a membership of between 90 and 
100 per cent. New York leads in 
numbers with 1520 members, Pennsyl- 
vania is second with 1355, Illinois third 
with, 1098, California fourth with 1096 
and Texas fifth with 1007. 


* * * 


A bill making it a misdemeanor to 
charge more than 8 per cent. interest 
on loans in South Carolina has been 
passed in that state. The legal rate 
there is 7 per cent., with 8 per cent. by 
agreements. Banks are confined under 
the law to 8 per cent. Those in favor 
of the bill said that it was intended to 
bring relief to persons who had fallen 
into the clutches of “loan sharks” who, 
it was said, sometimes charged as much 
as 200 to 300 per cent. on small loans. 
Its opponents asserted that its passage 
would affect concerns dealing in instal- 
ment paper and urged that no one could 
make small loans at a rate no higher than 
8 per cent. and continue in business. 


* * * 


Oregon had a perfect record in 
farmer-banker activities in 1929, accord- 
ing to a score card compiled by the 
Agricultural Commission of the Ameri- 
can Bankers Association. The score 
card was devised by the commission for 
scoring endeavors by bankers for im- 
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The South Carolina 


National Bank 
Charleston, S. C. 
Greenville,S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
800,000.00 


Resources 30,000,000.00 


proving agricultural conditions and 
Oregon received 1000 pcints, or a per- 
fect record, on the score. 

With 240 banks in Oregon, the record 
showed that these institutions expended 
for agricultural purpozes other than 
loans $21,969. There were 623 bankers 
who attended agricultural meetings, 
short courses or banker-farmer tours. 
The report also showed 335 special 
activities engaged in by the bankers of 
the state and that 565 farmers or farm 
boys and girls were influenced to do 
project work by a bank. 


* * * 


While there has been a decrease of 
197 state banks in California during the 
last ten year:, and the number of branch 
systems has decreased by 34, the number 
of branches has grown by 227, making 
a total net gain of banking establish- 
ments under state supervision, says the 
San Francisco edition of the Wall Street 
Journal. On January 1 of this year 
there were 232 state banks in California, 
42 of which operated a total of 384 
branches. These banks had total re- 
sources of $1,717,617,716 and _ total 
deposits of $1,476,493,008. Their total 
capital, surplus and undivided profits 
were $168,220,117. 


* * * 


Because it disagrees with the new rule 
regulating deposit rates, the Federal Na- 


tional Bank has withdrawn from the 
Boston Clearing House Association. To 
its depositors it wrote: 

“The Boston Clearing House Associa- 
tion has adopted a rule under which 
deposit rates paid by members will be 
regulated by the Clearing House Asso 
ciation on and after May 1, 1930. The 
new regulations affect all classes of 
deposits except savings accounts and 
deposits of individuals, firms and corpo- 
rations from outside New England. 
The Boston Clearing House Association 
juctifies this departure from long-estab- 
lished practice on the ground that 
interest rates paid depositors are too 
high. 

“The Federal National Bank of 
Boston believes that the reduction of 
rates ... is a matter for adjustment 
between the individual customer and 
the bank ... The rates paid on de- 
posits by this bank will be determined 
in the future, as in the past, by the 
facts and circumstances surrounding 
each deposit consistent with sound 
banking principles.” 


* * * 


It will be a misdemeanor for anyone 
to slander a national bank or any state 
member of the Federal Reserve System 
so as to cause a general withdrawal of 
deposits if the amendment to section 22 
of the Federal Reserve Act is passed as 
reported out by the Banking and Cur 
rency Committee of Congress. 


NEW JERSEY MERGER 


RaTIFIED by the stockholders of the three 
institutions, the merger of the Fidelity Union 
Trust Company, North Ward Trust Com: 
pany and Equitable Trust Company, all of 


Newark, became effective May 20. The 
Fidelity Union thus gains two new branch 
offices in Newark, giving it a total of eight 
branch offices. 

Combined assets of the banks as of March 
27 statements were $162,270,978, while de- 
posits totaled $143,690,281 as of the same 
date. 





What They Say 


WEAKNESS FROM STRENGTH 


“One weakness in our banking struc- 
ture arises paradoxically enough from 
its very strength. Because we are strong 
and have great resources, because we 
have ample gold reserve, and because 
we have a Federal Reserve System that 
stands ready to help us in emergencies, 
we are a little, if not too much inclined 
to depend on our ultimate power to pull 
ourselves out of difficulties and not to 
exert our utmost efforts to avoid these 
dificulties. Prior to the establishment 
of the Federal Reserve System the great 
metropolitan banks were the last resort 
of the country banking system; on them 
rested the ultimate responsibility for 
avoiding catastrophe, and though these 
bankers were not always able to avoid 
it, they were never entirely free from 
the feeling that it was their duty to so 
conduct their own affairs as not to en- 
danger the financial fabric of the 
country. I fear that to some extent this 
feeling of joint responsibility has relaxed 
as the result in part of confidence that 
the Federal Reserve System is ready to 
stand by in the hour of need. The 
banks still feel the responsibility to their 
stockholders and their depositors, but 
when it comes to responsibility to the 
country at large there is a tendency to 
let George do it..—Roy A. Young, 
governor Federal Reserve Board. 


TEN COMMANDMENTS OF 
BUSINESS 


“The ten commandments of good 
business organization are: 

“1. Definite and clean cut responsi- 
bilities should be assigned to each execu- 
tive. 

“2. Responsibility should always be 
coupled: with corresponding authority. 

“3. No change should be made in 
the scope or responsibilities of a position 
without a definite understanding to that 


effect on the part of all persons con’ 
cerned. 


“4. No officer or employe, occupying 
a single position in the organization, 
should be subject to definite orders from 
more than one source. 

“5. Orders should never be given to 
subordinates over the head of a respon- 
sible superior. Rather than do this the 
officer in question should be supplanted. 

“6. Criticisms of subordinates should, 
whenever possible, be made privately, 
and in no case should a subordinate be 
criticized in the presence of officers or 
employes of equal or lower rank. 

“7. No dispute or difference between 
officers or employes as to authority or 
responsibilities should be considered too 
trivial for prompt and careful adjudica- 
tion. 

“8. Promotions, wage changes, and 
disciplinary action should always be 
approved by the officer immediately 
superior to the one directly responsible. 

“9. No officer or employe should ever 
be required, or expected, to be at the 
same time an assistant to, and critic of, 
another. 

“10. Any officer whose work is sub- 
ject to regular inspection should, when- 
ever practicable, be given the assistance 
and facilities necessary to enable him to 
maintain an independent check of the 
quality of his work.”—Colonel M. C. 
Rorty, vice-president of the Interna- 
tional Telephone and Telegraph Corpo- 


ration. 


CONTINUITY OF GOOD 
MANAGEMENT 


“Bankers are aware of the fact that 
a change in management of a bank, 
perhaps through the death of a chief 
executive of a small country bank, 
might be detrimental to the value of 
stock in such a single institution. Under 
group banking continuity of good man- 
agement in any single bank is more 
readily assured..—George F. Rand, 
president Marine Midland Corporation, 
Buffalo, N. Y. 
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Learn Languages 
‘This Summer 


Personal instruction in French, Spanish, 
Italian, German, English, etc., continues at 
the Berlitz School all summer. 


Our classrooms are always bright, cool and 
comfortable. And the Berlitz Conversational 
Method, used by skilled native teachers, as- 
sures satisfactory results. 


Private and Class Instruction Day and 
Evening. We prepare for all language ex- 
aminations. Ask for catalog. 


REDUCED SUMMER RATES 


BERLIT7 


SCHOOL OF 


LANGUAGES 


Est. 1878 336 Branches 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


SMALL BANKS WILL SURVIVE 


“The small bank will never be extin- 
guished by large bank combinations any 
more than will large department stores 
absorb the smaller ones, for by doing 
so a fundamental human element would 
be destroyed.”"—-Frederic W. Rugg, 
president ational Rockland Bank, 


Boston. 


LAUDS BRANCH BANKS 


“I do not argue that banking condi- 
tions in the agricultural districts which 
are served by small banks can be met 
and remedied by group banking. Group 
banking under the form in which we 
have it cannot afford to attempt to 
operate a local bank unless there is in 
that community a sufficient amount and 
variety of banking business to make the 
enterprise profitable. 

“Group banking to be successful 
must, therefore, confine its member- 


— 


ship to banks with resources above 
$1,000,000. 

“It seems to me that branch banking 
alone can meet the needs of the small 
communities."—John K. Ottley, presi- 
dent First National Bank of Atlanta, 
Ga. 


SUICIDAL 


“Can our taxes continue to go up- 
ward, year in and year out? If we have 
not passed the safety point, where is it? 
Could we devote 20 per cent. of our 
income to taxes? 

“No nation ever has, and survived: 
Another fifteen years like the last fifteen 
and we shall have reached that point, 
which we now agree would be suicidal.” 
—Felix M. McWhirter, chairman and 
president Peoples State Bank, Indiana- 
polis, Ind. 


FEAR 


“When you remove: from the mind 
and heart of an individual the haunting 
fear of sickness, accident, and loss of 
earning power in old age, you have 
lifted a tremendous burden from his 
shoulders and made him a more valu- 
able employe for your institution. Fear, 
with its consequent wrecking of morale, 
has been the undoing of men and na- 
tions. If modern business and industry 
can cause such a specter to disappear 
from the rank and file of our workers 
what a wonderful contribution. it will 
be to the advancement of humanity.”— 
John G. Lonsdale, president American 
Bankers Association and president Mer- 
cantile‘CCommerce Bank and Trust Com- 
pany, St. Louis. 


WHY NOT NATION-WIDE 
BRANCHES? 


“With the farmers driving over paved 
roads to the larger cities to do their 
banking and other business and to go 
to the theater, the unit country bank 
found it difficult to survive on the busi 
ness that remained. 

“Why in the world can’t we have 
nation-wide branch banking?”—A. P. 
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Giannini, founder Bank of Italy and 
Transamerica Corporation. 


SHORTAGES IN THE MAKING 


“The fact that productive industry 
has been running at rates well below 
normal for six months past means that 
important shortages are in the making, 
for national consumption has not de- 
clined nearly so far as has national 
production.” — Colonel Leonard P. 
Ayres, vice-president Cleveland Trust 
Company. 


OPPOSES GROUP BANKING 


“The success of chain or group bank- 
ing depends upon the character of 
management the same as_ individual 
banks. Group banking may have its 
advantages and benefits and much can 
be offered in its favor. . . . I have no 
quarrel with the system in theory and 
would not object to it if proper opera- 
tion could be guaranteed, but, granting 
that there are advantages, in actual 
practice it can too easily be subjected 
to improper use, and when composed 
of banks operated under more than one 
code of law and more than one super- 
vising authority the opportunity for 
misuse is enlarged..—Roy A. Hovey, 
commissioner of banking for Massachu- 
Setts. 


LOANING TECHNIQUE 


“Loans on securities by commercial 
banks, during the last seven years, out- 
ran commercial loans by more than five 
to ene and outdistanced deposits almost 
three to one. If this trend continues, 
it will involve changes in loaning 
technique, in bank policies and man- 
agement, perhaps in the very structure 
of the American banking system.”— 
Continental Illinois Bank and Trust 
Company, Chicago. 


BANKING MAXIMS 


‘To often the business man who 
calmly waits for his ship to come in, 


899 


finds it to be a receivership when it 
arrives in port.” ... “From my own 
observation, you can lead a man to 
facts but you can’t make him think— 
he has to do that for himself.” . . . “If 
you have banking questions to decide, 
seclude yourself in a quiet corner, where 
there is no distraction, and concentrate. 
Too many of us, in our hurly-burly 
existence, never seem to find the oppor- 
tunity to break away from the crowd 
or from some impending task.” .. . 
“American banking and American busi- 
ness are drinking deep from the spring 
of knowledge and girding themselves 
for new and greater victories.”—John 
G. Lonsdale, president American Bankers 
Association and president Mercantile- 
Commerce Bank and Trust Company, 
St. Louis. 


CORN EXCHANGE NEW OFFICES 
OPENED 


New offices for the executive staff at the 
main office of the Corn Exchange Bank Trust 
Company of New York, William and Beaver 
streets, have been opened on the second floor 
of the building. The floor has been com- 
pletely remodeled and separate offices pro- 
vided for the principal officers of the bank, 
including Walter E. Frew, chairman; Dun- 
ham B. Sherer, vice-chairman; and Henry A. 
Patten, president. 

The removal of the executive officers’ 
quarters from the main floor will give addi- 
tional space on the main banking floor for 
the transaction of business and will enable 
the executive staff to carry on its work under 
more favorable conditions. 


JOINS CHATHAM PHENIX 


ANTHONY G. RutTGeERs, formerly with the 
Union Trust Company of Detroit and more 
recently with the Title Insurance & Trust 
Co. of Los Angeles, has joined the new 
business department of the Chatham Phenix 
National Bank & Trust Co., New York, and 
will specialize in the development of life 
insurance trusts, business insurance trusts 
and other trust services. He is one of the 
pioneers in co-operating with life under- 
writers. 

Mr. Rutgers practiced law for a number 
of years and has written and spoken many 
times on legal subjects, such as wills and 
trusts. 
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An aerial view of Minneapolis, showing the new building of the Northwestern 
National Bank in the center. 


Main banking room in the new Northwestern National Bank Building, Minneapolis. 





Open Northwestern National Bank 
Building 


HAT is said to be the largest 

\X/ financial structure north and 

west of Chicago, the North- 
western National Bank Building, was 
opened last month in Minneapolis, and 
will house the Northwestern National 
Bank and several afhliated institutions, 
namely, the Minnesota Loan and Trust 
Company, BancNorthwest Company 
and the Northwest Bancorporation. 
Office space is available for tenants, 
also. 

The building is sixteen stories above 
street level, but is conspicuous for its 
massive character rather than for its 
height, the ground covered being 330 
by 132 feet. The frontage covers an 
entire block from Sixth to Seventh 
street on Marquette avenue. Above 
the building proper is a pent house 
equal to a four-story building. 

The banking room is 318 feet long, 
thought to be the longest straight bank- 
ing lobby in the world. It is thirty- 
nine feet in height and the ceiling is 
supported by twenty-four  five-foot 
Doric columns of Botticino marble, 
twelve on each side of the room. Wide 
marble staircases lead from the Sixth 
and Seventh street entrances to the 
banking room. The size of the room 
is indicated by the fact that seventy- 
five tellers’ stations, all of “cageless” 
type, are located on the floor in addi- 
tion to three “islands.” 

The savings department of the 
Northwestern National Bank and the 
commercial and savings departments of 
the Minnesota Loan and Trust Com- 
pany are not in the banking room, be- 
ing located on the street floor for con- 
venience of customers. The safe de- 
posit department, said to be the largest 
in the Northwest, is located below 
street level. 

Two balconies are occupied by de- 


of the Northwestern Na- 
tional and the Minnesota Loan and 
Trust, while the Northwest Bancor- 
poration occupies the fourth floor. This 
corporation is a holding company with 
which are affliated approximately 100 
banks in the Northwest, the North- 
western National and the Minnesota 
Loan and Trust being two of the affili- 
ated institutions. 


partments 


E. W. DECKER 
President Northwestern National 
Bank and Northwest Bancorporation, 
Minneapolis. 


The building is of granite and Bed- 
ford stone and has three main en- 
trances, one each on Sixth and Seventh 


streets and Marquette avenue. Sixteen 
elevators are provided for the use of 
tenants and customers and two for em- 
ployes. The structure will accommodate 
6000 people, and represents an invest’ 
ment of $6,000,000. 





Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Cleve- 
land, September 29-October 2. Executive man- 
ager, Fred N. Shepherd, 110 East 42nd 
street, New York City. 


AMERICAN INSTITUTE OF BANKING, Den- 
ver, June 16-20. Secretary, Richard W. Hill, 
110 East 42nd street, New York City. 


CoLtorapo BANKERS ASSOCIATION, Glen- 
wood Springs, June 27-28. Secretary, L. F. 
Scarboro, Mountain States Banker, Denver. 


CoNNECTICUT BANKERS ASSOCIATION, 
New London, June 27-28. Secretary, Charles 
E. Hoyt, South Norwalk Trust Company, 
South Norwalk. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 4. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Louisville, Ky., September 17-20. Head- 
quarters, Brown Hotel. Secretary, Preston 
Reed, 231 South LaSalle street, Chicago. 


GrorciA BANKERS ASSOCIATION, cruise 
from Savannah to New York, leaving Savan- 
nah June 7. Secretary, Haynes McFadden, 
909 Walton Building, Atlanta. 


IpAHO BANKERS ASSOCIATION, Moscow, 
June 12-13. Secretary, J. S. St. Clair, Boise 
City National Bank, Boise City. 


ILuinois BANKERS ASSOCIATION, Peoria, 
June 23-25. Secretary, M. A. Graettinger, 
208 South LaSalle street, Chicago. 


INDIANA BANKERS ASsSOCIATION, Fort 
Wayne, September 10-11. Secretary, Forba 
McDaniel, 310 Odd Fellows Building, In- 
dianapolis. 


INVESTMENT BANKERS ASSOCIATION, New 
Orleans, October. Headquarters, Roosevelt 
Hotel. Secretary, Alden H. Little, 105 South 
La Salle street, Chicago. 


Iowa BANKERS ASSOCIATION, Davenport, 
June 16-18. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


KENTUCKY BANKERS AsSOCIATION, Louis- 
ville, September. Secretary, Harry G. Smith, 
763 Marion E. Taylor Building, Louisville. 


MAINE BANKERS’ ASSOCIATION, South 
Poland, June 21. Secretary, E. S. Kennard, 
Rumford National Bank, Rumford. 


MAINE AND MASSACHUSETTS SAVINGS 
BANKS ASSOCIATIONS, joint meeting, Swamp- 
scott, Mass., September 18-20. 


MICHIGAN BANKERS ASSOCIATION, Grand 
Rapids, June 10-12. Executive secretary, 
Mrs. H. M. Brown, 1713 Ford Building, 
Detroit. 
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MINNESOTA BANKERS ASSOCIATION, St. 
Paul, June 16-18. Secretary, George Susens, 
718 National Building, Minneapolis. 


MontTANA BANKERS ASSOCIATION, Great 
Falls, July 17-20. Secretary, A. T. Hibbard, 


Helena. 


New York STATE BANKERS ASSOCIATION, 
Quebec, June 9-11. Headquarters, Chateau 
Frontenac. Secretary, Edward J. Gallien, 128 
Broadway, New York. 


_NortTH Dakota BANKERS ASSOCIATION, 
Bismarck, July 8-9. Secretary, W. C. 
Macfadden, 54 Broadway, Fargo. 


OrEGON BANKERS ASSOCIATION, Medford, 
June 9-10. Secretary, T. P. Cramer, Jr., 
327 Lumbermen’s Building, Portland. 


Paciric Coast AND Rocky MounrtaAIN 
States Trust CONFERENCE, Seattle, Wash., 
August 6-8. 


SAVINGS BANKS ASSOCIATION OF THE 
STATE OF New York, Quebec, September 
24-26. Headquarters, Chateau Frontenac. 
A boat trip up the Saguenay River will fol- 
low the convention. : 


SouTH CarOLINA BANKERS ASSOCIATION, 
Myrtle Beach, June 17-19. Secretary, Henry 
S. Johnson, 801 Carolina Life Building, Co- 


lumbia. 


SouTtTH DaKkoTA BANKERS ASSOCIATION, 
Aberdeen, June 11-13. Secretary, George 
A. Starring, City Hall Building, Huron. 


UtaH BANKERS -ASSOCIATION, Salt Lake 
City, June 20-21. Secretary, H. B. Cran- 
dall, First State Bank, Salina. 


VircGINIA BANKERS ASSOCIATION, Hot 
Springs, June 26-28. Secretary, W. S. Irby, 
Bank of Lunenburg, Kenbridge. 


WASHINGTON BANKERS ASSOCIATION, 
Bellingham, June 19-21. Secretary, J. W. 
Brislawn, 810 Alaska Building, Seattle. 

WEST VIRGINIA BANKERS ASSOCIATION, 
Charleston, June 19-20. Secretary, -J. S. 
Hill, Charleston. 

Wyominc BANKERS ASSOCIATION, Casper, 


August 29-30. Secretary, Harry B. Hender- 
son, Cheyenne. 


CHICAGO BANK ANNIVERSARY 


THE Lake Shore Trust and Savings Bank of 
Chicago celebrated its tenth anniversary on 
Saturday, May 3. The bank’s resources have 
increased 1000 per cent. since its first year, 
now totaling more than $10,000,000, and it 
serves 35,000 customers. 

William S. Kline, who joined the institu: 
tion in 1921 as a vice-president, is president; 
Craig B. Hazlewood is chairman of the board. 





Northern Trust Enlarges Building, 
Increases Capital 


FTER construction work which 
At occupied a year, the enlarged 
and remodeled building of the 
Northern Trust Company of Chicago 
was formally opened to the public last 
month. The bank will occupy all six 
floors and two lower levels of the build- 
ing, being the only “loop” bank which 
occupies its own building exclusively 
for its Own use. 

The day after the opening of the 
building the company announced an 
increase in capital from $2,000,000 to 
$3,000,000. 

The opening marked the bank’s 
fourth expansion in its four decades of 
banking service. Two new floors have 
been added and the structure has been 
remodeled throughout in accordance 
) with the most modern ideas in bank 
- building, scientific noise and atmosphere 
control. At the same time care has 


been taken to permit maintenance of 
close personal contacts with customers 
despite the increased size of the build- 
ing. 

Special sound-absorbing __ ceilings, 
which shorten voice and machine 
ranges, have been installed an1 these, 
with a special desk-spacing plan based 
upon their effect, have done away with 
the necessity for private offices. Thus, 
on the banking floors, desks of all ofh- 
cials are in the open, making them easy 
of access for customers. The trust de- 
partment, which is credited with hav- 
ing written the first insurance trust in 
1891, also is devoid of private offices, 
though a few conference rooms have 
been provided. 

An “artificial weather” machine takes 
in the outside air and turns it out into 
the building at the proper temperature 
and humidity, completely changing the 


NEE Gitta is 


The Northern Trust Company of Chicago, as it appears after its recently com- 
pleted remodeling and enlarging. 
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air every ten minutes. Its operation 
is so efficient that it has allowed the 
construction of entire rows of offices 
and three dining rooms, entirely with- 
out windows. The building is the only 
one in Chicago so equipped. 

As another means of maintaining 
personal contacts, the dual tellers’ cage 
system has been put into effect. This 
permits tellers to both pay and receive 
to a limited number of customers, thus 
allowing each teller to know most of 
the persons with whom he deals. In 
the commercial and savings departments 
semi-low type cages have been installed. 


SoLoMON A. SMITH 


President Northern Trust Company, 
Chicago. 


The savings and bond departments and 
a women’s consultation room now oc 
cupy the first floor, while the commer- 
cial department is on the second. 

The third floor is devoted to personal 
trusts and the fourth given over to 
offices and the dining rooms for officers, 


directors and employes. Divisions of 
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the trust and banking departments oc- 
cupy the fifth and sixth floors, 

In making the capital increase, it is 
planned to give to the stockholders of 
record of June 25 the right to sub- 
scribe for 10,000 new shares of stock 
at $300 a share, on the basis of one 
new share for each two old shares 
held. It is then planned to pay divi- 
dends at the rate of $18 a share, which 
is 6 per cent. on the purchase price of 
the new stock. © 

The present capital structure of the 
company is $2,000,000 capital, $3,- 
000,000 surplus and approximately $4,- 
000,000 undivided profits. After the 
new capitalization plan has gone into 
effect, the corporation will have $3,- 
000,000 of additional capital funds. 
Of these, $1,000,000 will be added to 
capital account and $2,000,000 to sur- 
plus. In addition $1,000,000 will be 
transferred from undivided profits to 
surplus. 

Solomon A. Smith. is the present 
president of the Northerr Trust Com- 
pany. He is a son cf Byron L. Smith, 
who founded the bank and was its 
president, and a grandson of Solomon 
A. Smith, who was the Civil War 
president of the Merchants’ Loan and 
Trust Company of Chicago. 

Directors include A. Watson Ar: 
mour, Sewell L. Avery, Albert B. Dick, 
Jr., DeForest Hulburd, John T. Pirie, 
Edward L. Ryerson,’ Jr., Martin. A. 
Ryerson, Walter Bryon Smith, John 
Stuart, Ezra J. Warner and Mr. Smith. 


HEADS LOUISIANA BANKERS 


W. B. Macwapo, vice-president of the 
Hibernia Bank & Trust Company of New 
Orleans, was elected president of the 
Louisiana Bankers Association at that body's 
annual convention in Shreveport,  La., 
recently. Mr. Machado has long been active 
in the association and was vice-president last 
year. 

W. L. Ward of Baton Rouge was elected 
vice-president; G. R. Broussard of Abbe- 
ville, secretary; G. F. Provost of Mansfield, 
treasurer; and L. O. Broussard of Abbeville, 
chairman of the executive council. 
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Manhattan Company Opens New 
Main Offices 


ofices of the Manhattan Company 

in the new Manhattan Company 
Building at 40 Wall street, New York, 
took place May 26, with official rep- 
resentatives of Federal, state and city 
governments in attendance. Both the 
city and the state governments have had 
close financial connections with the com- 
pany since its early days. 

The site of the new seventy-one story 
building, an etching of which appears 
on page 764 of this issue, is that upon 
which the company’s first office, a three- 
story remodeled residence, was opened 


Protices of opening of the new main 


© Kaiven-KeysTone PHOTOS 
PauL M. WarBuRG 


Chairman of the Manhattan Com- 
pany, New York. 


in 1799, 


The site has been occupied 
continuously by the company since that 
time except, as during the last year, 
when temporary quarters were occupied 
elsewhere while new buildings were be- 


ing erected to take care of the institu- 
tion’s growth. 

Announcement of the company’s new 
building, which was at that time to be 
the tallest office and banking building 
in the world, was made only thirteen 
months ago, and since that time the new 
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J. Stewart BAKER 


Chairman of the executive committee 
of the Manhattan Company, New 
York. 


structure, which occupies most of the 
square bounded by Wall, Pine, William 
and Nassau streets, has been completed. 

The new structure houses the offices 
of the Manhattan Company and four of 
its constituent organizations, the Bank 
of Manhattan Trust Company, the In- 
ternational Acceptance Bank, Inc., the 
International Manhattan Company and 
the Bank of Manhattan Safe Deposit 
Company. The last is a new corpora- 
tion operating the safe deposit vaults in 
the basement and basement mezzanine 
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of the new building. The group of 
companies occupy the two basements, 
the first six floors and the fifty-fifth floor 
of the new building. 

The main banking quarters, together 
with the offices of the head officers of 


po 
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P. A. RowLey 


President of the Manhattan Com- 
pany, New York. 


the Manhattan Company, Bank of Man- 
hattan Trust Company, and Interna- 
tional Acceptance Bank, Inc., occupy 
the entire main floor. 

Paul M. Warburg is chairman, J. 
Stewart Baker is chairman of the ex- 
ecutive committee and P. A. Rowley is 
president of the Manhattan Company. 


CLARENCE H. KELSEY DIES 


CrLarENCE H. Kecsey, chairman of the board 
of the Title Guarantee and Trust Company, 
New York, died recently at the age of 73 
after four days’ illness with pneumonia. He 
was founder of the company and its presi- 
dent for thirty-two years. He became chair- 
man in 1923. 

Mr. Kelsey was chairman of the board of 
the Bond and Mortgage Guarantee Company, 
vice-president of the City Real Estate Com- 
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pany, a director of the Corn Exchange Bank, 
Corn Products Refining Company, Home 
Insurance Company, United States Life Insur- 
ance Company, Thompson-Starrett Company, 
Westchester Title & Trust Company. He 
was recently elected to the board of the 
Consolidated Gas Company, and until lately 
he had been a director of the Sovthern 
Pacific Railroad Company. 


OLDEST BANKER DEAD 


ALDEN SOLMANS, at 95 said to have been 
the oldest active banker in the United States, 
died recently in South Norwalk, Conn., after 
several months’ illness. He was president of 
the South Norwalk Savings Bank from 1886 
until his death. At the age of 80 Mr. 
Solmans took up the study of art and in 
January of this year his paintings were placed 
on exhibit in New York City, where they 
received praise from the critics and the 
public. 


CASE R. HOWARD A DIRECTOR 


AT the recent annual meeting of the Bankers 
Association for Foreign’ Trade, Case R. 
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Case R. Howarp 


Manager foreign business department 
of the Canadian Bank of Commerce. 


Howard, manager of the foreign business 
department of the Canadian Bank of Com: 
merce, Toronto, was elected a director. 





Protection—-Plus 


and a two-foot concrete wall con- 
tribute their protection to the 
securities and money that are placed in 
the vault of the Title Guarantee & 
Trust Company in its new mid-town 
ofice at 8 East 45th street, New York. 
A number of unusual and distinctive 
features of this vault are of outstand- 
ing importance, and among these the 
most noteworthy is the entrance. 
Approach to the vault is through a 
cast steel vestibule of the Herring-Hall- 
Marvin interlocking type which now 
frequently replaces in new vault con- 
struction the older box type of entrance 
frame. This interlocking vestibule is 
made in a single great casting shaped 
like a channel and turned outward with 
cross ribs at frequent intervals. Through 


A HUNDRED and fifty tons of steel 


these ribs and through the rear member 
of the vestibule cast steel reinforce- 
ments are passed which project back 
into the concrete wall, and the regular 


reinforcing system of the wall itself is 
brought into the vestibule after which 
the last concrete is poured so that the 
vestibule becomes a part of the wall 
and is inseparable from it, combining 
the strength of the wall with its own 
resistance. 

In this vestibule is set a door with a 
single flange sixteen inches deep to 
match the jamb of the vestibule. Like 
the vestibule this door is formed of a 
single massive casting, into the core of 
which is poured in a molten state a 
combination of metals which cannot be 
penetrated with the cutting torch of 
the burglar. To this refractory core 
are added plates of drill-proof steel so 
that the impenetrable body of metal is 
formed in which are combined all 
known materials of defense.’ The 
swinging of the door reveals an ap- 
parent mass of steel well over two feet 
in thickness with twenty four-inch 
diameter bolts to hold it in place when 
it is closed for the night. The move- 
ment of these bolts is checked by two 
combination locks and by a seventy- 


two-hour time lock with four move- 
ments. The entrance is electrically 
protected and is connected with a 
burglar alarm system which will give 
instant notice of attack either with 
cutting burner or drill. This door is 
rectangular in shape and affords a 
passage into the vault three feet in 


width. 
EMERGENCY ENTRANCE 


An emergency entrance has also been 
placed at the rear of one of the side 


Entrance to the vault of the Title Guar- 
antee & Trust Company's mid-town 


ofice, New York. 


walls. The vestibule for this entrance 
is of a similar type to that of the main 
door. The emergency door itself is 
circular with a sufficient diameter to 
permit the easy passage of a person 
who might find it necessary to enter 
the vault if the main entrance were 
unexpectedly closed so that it could not 
be opened. The door itself, like that 
in the main entrance, has sixteen inches 
of metal at its thinnest point, and is 
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constructed of similar defensive ma- 
terials. It has two combination locks 
and a triple movement time lock, and 
is connected with the bank’s burglar 
alarm system. 

Another distinctive feature of the 
vault is a special burner-resisting metal 
lining two inches in thickness on the 
entire inside surface. This lining, which 
is 84 feet high and 21 feet by 26 feet 
in width and depth, is made up of two 
high tensile steel plates between which 
is screwed a plate of torch-proof metal. 
Here, as in the doors, copper is mixed 
with other metals and imparts its well 
known resistance and conductivity to 
the construction. The total weight of 
this lining is more than seventy-five 
tons. 

The space within the lining which 
comprises the inside of the vault is 
divided into sections. The exposed 
surfaces of the outer section, which is 
reserved for safe deposit boxes, are cov- 
ered with polished steel panels of an 
attractive design. In this section have 


been installed approximately two thou- 


sand boxes for the use of the bank’s 
customers and ranging in size to meet 
every conceivable requirement. <A 
special feature of these boxes is the use 
in them of Herring-Hall-Marvin change- 
able key locks. By the use of these 
locks it is quite impossible for anyone 
to have in his possession the key to a 
box before the renter himself has actu- 
ally received such key. When a box is 
rented the customer himself sets the 
lock to his individual key. Prior to the 
use of this key by the customer the 
lock, which has been set to a common 
key with all the other locks in the 
vault, has been thrown into what is 
called a neutral position. It can then 
be set so as to be operated by any 
particular key and the guard key which 
is held by the custodian, both of which 
must be used simultaneously. This op- 
eration is performed by the customer, 
who receives a pair of duplicate keys 
in a sealed envelope. When a renter 
has given up his box and has returned 
his keys to the bank the lock is again 
thrown into neutral and is set to the 
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common box key of the vault, in which 
condition it remains until another renter 
receives it and resets the lock to the 
new keys, which he also will receive 
in a sealed envelope. The use of this 
system of changeable locks and keys by 
a bank precludes the possibility of 
theft from a box through the copying 
of keys before they are in the actual 
possession of the customer. 

Passage into the security section of 
the vault is through a polished steel 
grille gate. In the latter section has 
been placed a complete locker equip- 
ment for the use of the bank. 

An arrangement of mirrors on the 
walls of the safe deposit section 
heightens the effect of spaciousness in 
the vault, which is brilliantly lighted 
throughout from the ceiling. Ventila- 
tion is provided by means of a system 
of fans which keep in motion a current 
of air between the emergency entrance 
at the back and the main door at the 
front. 

This vault was built by the Herring- 
Hall-Marvin Safe Co., of Hamilton, 
Ohio, and New York. 


BANKERS TRUST STOCK SOLD 


Hotpincs of the John D. Rockefeller inter- 
ests in the Bankers Trust Company of New 
York, amounting to about 170,000 shares, 
have been sold to a syndicate composed of 
officers of the trust company and of the 
investment banking firm of Bonbright & Co. 
At the same time it was announced that 
Winthrop W. Aldrich, representative of the 
Rockefeller interests on the board of the 
bank, would resign from that position on 
assuming the presidency of the enlarged 
Chase National Bank of New York. This 
is made necessary on account of the law 
forbidding directors of national banks to be 
directors of trust companies. 


BUYS PORTLAND BANKS 


THe Cumberland Share Corporation, organ- 
ized recently, has obtained control of the 
Chapman Bank & Trust Company, the Casco 
Mercantile Trust Company and Timberlake, 
Estes & Co., investment bankers, all of Port: 
land, Me. The Casco bank has resources of 
more than $15,000,000 and the Chapman 
of more than $8,000,000. 

Vernon F. West, of George F. West & 
Son, water company operators, and president 
of the holding company, announced that the 
three would operate in close affiliation. 
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LOASBY ELECTED TO CHEMICAL 
BANK BOARD 


ArtHUR W. Loassy, chairman of the Equi- 
table Trust Company until its acquisition by 
the Chase National Bank of New York, has 
been elected a director of the Chemical Bank 
and Trust Company of New York. 

Mr. Loasby is a director of the following 
companies: American Ice Co., Aviation 
Credit Corporation, executive committee of 
the Chamber of Commerce of the State of 
New York, Denver & Rio Grande Western 
Railroad Co., Eastern Alcohol Corporation, 
First Trust & Deposit Co. of Syracuse, Gold 
Dust Corporation, Morris & Essex Railroad 
Co., National Distillers Products Corpora 
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ARTHUR W. LoasBy 


Formerly chairman of the Equitable 

Trust Company, who has _ been 

elected a director of the Chemical 

Bank and Trust Company, New 
York. 


tion, National Surety Co., Petroleum Corpo- 
ration of America, Rio Grande Junction Rail- 
way Co., Wedgewood Investing Corporation, 
the Western Pacific Railroad Co., United 


Molasses Co., and a trustee of the Syracuse 
University. 


NATIONAL BANK EXAMINER 


OSERT NEILL, national bank examiner who 
been located in New York City, has 
appointed Chief National Bank Exam- 
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iner of the Eighth Federal Reserve District, 
with headquarters in St. Louis. Mr. Neill 
succeeds John S. Wood, who has resigned. 


MRS. HOUSE HEADS WOMEN’S 
A. B. A. COMMITTEE 


Mrs. J. ArTHUR House, wife of the presi- 
dent of the Guardian Trust Company of 
Cleveland, will head a committee of, forty- 
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Mrs. J. ARTHUR HousE 
Chairman of the woman's committee 
of Cleveland for the American Bank- 
ers Association convention this fall. 


five women, wives of Cleveland bankers, who 
will assist in entertaining delegates to the 
fifty-sixth convention of the American 
Bankers Association to be held in Cleveland 
September 29 to October 3. Announcement 
of the appointment was made by J. R. Kraus, 
vice-chairman of the Union Trust Company, 
who heads the Cleveland executive committee. 
Mrs. House is prominent in Cleveland social 
and club circles. 


WILSON HEADS PENNSYLVANIA 
BANKERS 


W. WALTER WILSON, president of the First 
Milton National Bank, ilton, Pa., was 
elected president of the Pennsylvania Bankers 
Association at its annual meeting in Atlantic 
City last month. He succeeds H. B. Mc- 
Dowell, of Sharon, Pa. 

Mr. Wilson has been active in the asso- 
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ciation for a number of years and has served 
as chairman of its committee on rates of 
interest on savings accounts, and as vice- 
president. He is a member of the executive 


W. WALTER WILSON 


Newly elected president of the 
Pennsylvania Bankers Association. 


committee of the National Bank Djvision, 
American Bankers Association; a director of 
the Sunbury (Pa.) Trust and Safe Deposit 
Company; and president of the Milton 
Manufacturing Company. 


S. SLOAN COLT DIRECTOR 


S. SLOAN COLT, vice-president of the Bankers 
Trust Company of New York, has been 
elected a director of that bank to succeed 
Winthrop W. Aldrich. 


NEW DIRECTORS FOR AMERI- 
CAN EXPRESS BANK 


THe American Express Bank and Trust 
Company, New York, has announced the 
addition of two new directors to its board, 
Harley L. Clarke of Chicago, president of 
the Utilities Power and Light Corporation, 
and Sinclair Richardson, president of the 
Kelsey-Wilson Textile Corporation of New 
York. 

Mr. Clarke is an officer or director in 
more than twenty-five utility corporations, 
including electric light, gas and street rail- 
way companies. Mr. Richardson is also vice- 
president, treasurer and a director of the 
Lorraine Manufacturing Company of Paw- 


tucket, R. I., the Ponemah Mills of Provi- 
dence, R. I., and Sayles’ Finishing Plants, 
Saylesville, R. I. 


RESIGNS AS VICE-PRESIDENT 


SAMUEL SLOAN, for the last forty-three years 
connected with the Farmers’ Loan and Trust 
Company of New York, now the City Bank 
Farmers Trust Company, has retired as senior 
vice-president of that institution and has been 
elected a director of the National City Bank 
of New York, with which the City Bank 
Farmers Trust Company is affliated. 

With the exception of the last few years, 


SAMUEL SLOAN 


Who has resigned from the vice- 
presidency of the City Bank Farmers 
Trust Company, New York. 


when Mr. Sloan resigned because of the law 
against inter-locking directorates, the Sloan 
name has been actively identified with the 
directorate of the National City Bank. Mr. 
Sloan will retain his membership on_ the 
board of the City Bank Farmers Trust Com- 
pany. He is also a director in a large num 
ber of industrial concerns. 


FRANCE EXPECTED TO FINANCE 
GERMAN INDUSTRIES 


THE French Republic, now in a position to 
continue as a large exporter of capital, is 
expected to play an important part in the 
financing of German industries, says the 
annual report of the Darmstadter und Na: 
tionalbank, Berlin. The report also states 
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that the 10 per cent. deduction in respect 
of income tax will be abolished as a measure 
to encourage foreign investors to buy German 
securities. 

In reference to the rapid progress of Ger- 
many toward regaining her foreign trade 
position the report says: “The satisfactory 
development of the balance of trade, and 
the fact that during the last year Germany 
became the second largest exporter in the 
world, proves the competitive capacity of 
the country in spite of tariff barriers and 
shows that it has in general invested the 
capital borrowed from abroad in a satisfac- 
tory and productive manner. It is true that 
the export surplus is partly due to the stop- 
page of the inflow of capital, which naturally 
brought about a reduction of imports. Great 
attention should be paid to the development 
of the home market. A serious factor here 
is the agricultural crisis.” 


MANAGER OF TRAVEL DEPART- 
MENT 


THE Foreman-State National Bank of Chi- 
cago has announced the affiliation of Eugene 
L. De Rosa as manager of its travel depart- 


EuGcrene L. De Rosa 


Manager travel department Foreman- 
State National Bank, Chicago. 


twelve years, most of the time with 
mas Cook & Son in various of their 
pean offices. He has also been con- 
ected with the Cunard Line in its Chicago 
and New York offices. 
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ment. Mr. De Rosa has been in this field 
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CANADIAN MADE DIRECTOR 
OF DETROIT BANK 


Sir Henry W. TuHornton, K. B. E., head 
of the Canadian National Railways, has been 
elected a director of the Union Guardian 
Trust Company of Detroit. Sir Henry is 
chairman, president and a director of the 
Canadian National Railways; president and 


Sik Henry TuHorntToNn, K.B. E. 


Newly elected director of the Union 
Guardian Trust Company, Detroit. 


director of the Grand Trunk Western Rail- 
road Company; president and director of the 
Central Vermont Railroad Company; and a 
member of the board of directors of the 
Royal Bank of Canada, Montreal Trust Com- 
pany, Western Union Telegraph Company 
and Canada Steamship Lines. 


IN CHARGE OF CHRYSLER 
BRANCH 


Auick McD. McLEAN has been appointed 
assistant vice-president of the Central Han- 
over Bank and Trust Company of New York 
to be in charge of the office to be opened 
soon in the new Chrysler Building. Mr. 
McLean was formerly a partner in Eisemann 
Brothers, Boston wool merchants. 


STERLING NATIONAL BRANCH 


THE Sterling National Bank and Trust Com- 
pany, New York, has leased for its first 
branch office the banking floor in the Bricken 
Casino Building, being erected at Broadway 
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and 39th street. The bank's main office is 
in the Chanin Building, 42nd street and 
Lexington avenue 


UPTOWN BANKERS ELECT 
JAMES M. PRATT 


At the annual dinner of the Association of 
Uptown Bankers of New York City, James 
M. Pratt, vice-president of the Guaranty 
Trust Company in charge of its Madison 
avenue office, was elected president. He has 
been active in the association since its 
organization and served as secretary and 
treasurer in 1925-26 and as chairman of the 
executive committee in 1928-29. 

John W. Bloodgood, assistant treasurer at 
the 42nd street office of the Bankers Trust 
Company, was elected secretary and treasurer. 
George D. Graves, vice-president, Graybar 
Office, Chase National Bank, was elected 
chairman of the executive committee, the 
other members of which are O. H. Harriman, 
vice-president of the Harriman National Bank 
and Trust Company; Edward C. Wilson, 
vice-president of the Empire Trust Company; 


| . 
A composite view of the interior of the recently enlarged and remodeled banking quarters of 
made expansion necessary. The enlarged. quarters were designed and 


Robert E. Allen, vice-president of the Central 
Hanover Bank & Trust Company; Henry 
Bruere, vice-president of the Bowery Savings 
Bank; Michael H. Cahill, president of the 
Plaza Trust Company; and Mr. Pratt, ex- 
officio. 


WHITNEY TO HEAD EXCHANGE 


RICHARD WHITNEY has been elected presi 
dent of the New York Stock Exchange to 
succeed E. H. H. Simmons, who has served 
for the last six years. Mr. Whitney is head 
of the firm of Richard Whitney & Co. and 
has been vice-president of the exchange for 
the last two years. 

Other officers of the exchange elected 
were: Warren B. Nash, treasurer, for the 
term of one year; James C. Auchincloss, 
Edward E. Bartlett, Jr., Oliver C. Billings, 
Arthur F. Broderick, Jay F. Carlisle, George 
U. Harris, L. Martin Richmond, Charles S. 
Sargent and Herbert G. Wellington, as 
members of the governing committee for the 
term of four years; Raymond Sprague as a 
member of the governing committee for the 
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term of two years, and Andrew Varick Stout, 
Jr., and Robert W. Keelips as members of 
the governing committee for the term of one 
year. 

Allen L. Lindley and E. H. H. Simmons 
were elected trustees of the gratuity fund for 
five and four years, respectively. 


GIANNINI RETIRES AT 60 


On the occasion of his sixtieth birthday, 
reached last month, A. P. Giannini, founder 
of the Bank of Italy and Transamerica Cor- 
poration, retired as an active officer from all 
the companies with which he is connected. 
He had shortly before turned over the leader- 
ship of Transamerica Corporation, which con- 
trols his various enterprises, to Elisha Walker, 
formerly head of the private banking house 
of Blair & Co., Inc., which was merged last 
year with the Bank of America, New York. 

Mr. Giannini will continue as a director 
in his various companies and will serve as 
chairman of the advisory committee of Trans- 
a 2 Corporation, but will hold no execu- 
ive office. 
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field County Savings Bank, Norwalk, Conn. The increasing business of this thriving institution 
k supervised by Holmes & Winslow, bank architects, New York. 


COMMERCIAL INVESTMENT 
TRUST DIVIDENDS 


Tue Commercial Investment Trust Corpora- 
tion has announced a regular quarterly divi- 
dend of $1.75 on the 7 per cent. preferred 
stock and of $1.62%4 on the 6% per cent. 
first preferred stock, payable July 1 to stock- 
holders of record of June 5. Dividends have 
also been declared on the convertible prefer- 
ence stock, optional series of 1929, and on 
the common stock. 


IRVING STEEL WORK 
COMPLETED 


CoMPLETION of the steel work of the Irving 
Trust Company's new building, being erected 
at 1 Wall street, New York, was celebrated 
May 12, when workers performed the ancient 
ceremony of “planting the bush” on the top- 
most column of the new structure more than 
fifty stories above Broadway. The steel work 
was erected without the loss of a single life 
and without serious accident of any kind, 
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according to Dan Webster, of Marc Eidlitz 
Son, general contractors for the building. 


BANK CELEBRATES BOYS’ WEEK 


In celebration of the national “Boys’ Week” 
recently, the Central Trust Company ot IIli- 
nois and its affiliate, the Central-Illinois Com- 
pany, of Chicago, at the suggestion of Joseph 
E. Otis, chairman of the board, presented 
each boy in the bank with a box ticket to 
the American League baseball game to be 
played on the Saturday afternoon of ‘Boys’ 
Week.” As a preliminary to distributing the 
tickets to the boys, Mr. Otis assembled the 
group in one of the conference rooms and 
spoke to them briefly in regard to their 
problems and opportunities. 


NORTHWEST BANCORPORA- 
TION ADDS FIVE BANKS 


FivE new banks have become affliated with 
the Northwest Bancorporation, Minneapolis, 
bringing the total of institutions in the group 
to 109. The new banks are the Bank of 
Spearfish, S. D.; the First National Bank 
of Groton, S. D.; First National Bank in 
Mobridge, S. D., Manhattan State Bank, 
Manhattan, Mont.; and First National Bank 
of Hillsboro, N. D. 


BANKER GIVES SERIES OF 
LECTURES 


THE general background of life insurance 
trusts, the fundamental principles on which 
they are built, and other aspects of the same 
subject, were covered by Earle L. Harrah, 
assistant secretary of the Foreman-State Trust 
And Savings Bank of Chicago, in a series of 
four lectures given last month before the 
Northwestern University School of Law. Mr. 
Harrah illustrated his lectures with specific 
examples of what the Foreman-State does in 
administering estates. 


TO INCREASE CAPITAL 


THE directors of the National Bank of the 
Republic, Chicago, have voted to increase the 
capital of that bank from $10,500,000 to 
$11,000,000 through the issuance of rights 
to stockholders. 

Instead of following the previous semi- 
annual practice of offering $500,000 addi- 
tional stock in one lot, the current stock 
increase is proposed to be divided into two 
instalments. One of $250,000, or 12,500 
shares of the par of $20, will be offered to 
stockholders ot record June 20 at $40 per 
share, on the basis of one new share for each 
42 shares then held. The balance of $250,- 
000, or 12,500 shares, will be offered to 
stockholders of record September 20 at $40 


per share, on the basis of one new share for 
each 43 shares then held. Of the proceeds 
received in payment of the stock, which will 
total $1,000,000, $500,000 will be credited 
to the capital account of the bank and the 
balance of $500,000 will be used to augment 
the capital and surplus of the bank's invest- 
ment affiliate, the National Republic Com- 
pany. 


MISSOURI BANKERS CONDUCT 
ESSAY CONTEST 


THIRTY-NINE cash prizes, totaling $280, were 
offered by the Missouri Bankers Association 
to school boys and girls in that state for the 
best essays written on the subject “The Bank 
and the Service it Renders.” The essays 
were based on information sent to the schools 
by the committee on education of the associa- 
tion. The prize-winners were announced at 
the annual convention, held recently in St. 
Louis. 


CORN EXCHANGE CAPITAL 
INCREASE 


AN increase in capital from $12,100,000 to 
$15,000,000 by increasing the number of 
shares from 605,000 to 750,000 has been 
voted by directors of the Corn Exchange 
Bank Trust Company of New York. Rights 
are valued at about $14,500,000. 

The new stock will be offered at $100 a 
share to stockholders of May 12 to the 
extent of 2314 per cent. of their holdings. 
This will require 142,175 shares and the 
balance, together with any stock not sub- 
scribed for, will be auctioned off. The in- 
crease will add approximately $11,600,000 
to surplus, also. 


CHASE STOCK SOLD AT 
AUCTION 


A TOTAL of 34,980.8 shares of stock in the 
Chase National Bank of New York were 
sold at public auction last month at an aver- 
age price of $170.50 per share. The stock 
was the balance of a stock increase voted to 
provide for an exchange of shares of Chase 
for those of the Equitable Trust Company 
and the Interstate Trust Company, which 
have been merged with the Chase. 


TUCSON BANK LARGEST IN 
ARIZONA 


THE Consolidated National Bank of Tucson, 
Ariz., last month passed the $10,000,000 
mark in its resources, having increased more 
than $2,000,000 since the statement of March 
27. The bank, which is the largest national 
bank in Arizona, has recently moved into its 
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new building, which is said to be the largest 
and most beautiful between Dallas and Los 
Angeles. 


APPOINTED EXAMINER 


JerreRsoN S. McCtain, for the last three 
years assistant to the national bank examiners 
in the Sixth Federal Reserve District, has 
been appointed an examiner for the same 
district, with headquarters in Atlanta. He 
has been active in the southern banking field 
for a number of years. 

Mr. McClain is a graduate of the Chat- 
tanooga College of Law and has been asso- 
ciated with the Bank of Ringgold, Ga., 
Fulton National Bank of Atlanta and Chat- 
tanooga Savings Bank & Trust Company. 


REALTY AND INVESTMENT 
COMPANY FORMED 


THE National Realty and Investment Com- 
pany, to handle the financing and construc- 
tion of building projects, has been organized 
in Chicago, according to announcement by 
Warren Wright, who will head the board of 
directors. The firm will specialize in financ- 
ing real estate improvements by furnishing 
to architects, builders, etc., capital for equity 
financing for construction purposes. Mr. 
Wright is president of the Calumet Baking 
Powder Company and a director in a number 
of corporations and banks. The other mem- 
bers of the board are prominent business 
men. 


PRIZE WINNERS ANNOUNCED 


Winners of $1000 in prizes offered by Uzal 
H. McCarter, president of the Fidelity Union 
Trust Company of Newark, N. J., “as a 
means of developing the younger bankers of 
New Jersey along the lines of their chosen 
profession, preparing them to occupy posi- 
tions of responsibility as they grow in age 
and experience,” were awarded at the annual 
convention of the New Jersey Bankers Asso- 
ciation, held in Atlantic City last month. 

First prize of $500 went to Edward C. 
Zuna, loan teller West Side Trust Company 
of Newark, for his paper, “Today's Restric- 
tive Credits”; second prize of $250 was won 
by Miss Ruth V. Mason, trust department 
of the Fidelity Union Trust Company of 
Newark, for her paper on “Theories of 
Investment”; third prize, $100, by Howard 
B. MacAdams, advertising department Fidel- 
ity Union Trust Company of Newark for 
Advertising—Integral in a Bank Organiza- 
tion’. fourth prize, $100, by Grafton B. 
Day, auditor Camden Safe Deposit & Trust 
Company, Camden, for ‘Demand Book- 
keeping”; and fifth prize, $50, by Benjamin 
Gordon, assistant paying teller Commercial 
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Trust Company of New Jersey, Jersey City, 
for “Educating the Bank Clerk.” 

The prize winners were guests of the asso- 
ciation at the convention. 


NEW MANAGER FOR ANGLO- 
SOUTH AMERICAN BANK 


ALLEN G. BARTHOLOMEW has been appointed 
general manager of the Anglo-South Ameri- 
can Bank, Ltd., London, succeeding the late 
A. C. E. Kimber, according to word received 
by Norman C. Stenning, president of the 
Anglo-South American Trust Company. Mr. 
Bartholomew will also represent the Anglo- 
South American Bank on the board of the 
Banque Generale Belge, Antwerp, and on 
the board of the Bank Transatlantique, Paris. 


LEE, HIGGINSON OPENS NEW 
CHICAGO OFFICES 


THE Chicago offices of Lee, Higginson & 
Company have been moved from the Rook- 
ery, 209 South La Salle street, to the recently 
completed Board of Trade Building, where 
the company occupies the bank floor. 
Removal from the Rookery, where the firm 
has been located for the last twenty-five 
years, coincided with the company’s eighty- 
second anniversary. , 

A feature of the offices is a private en- 
trance at 137 West Jackson boulevard, 
through which one passes into a paneled 
vestibule. A private staifway leads. to the 
lobby, reception hall, conference room and 
private rooms of the partners and officials 
en the floor above. 


JOHN HANCOCK INVESTMENTS 


THE committee on finance of the John Han- 
cock Mutual ‘Life Insurance Company, 
Boston, reports new farm and city mortgage 
loans accepted during April to the total of 
$5,253,845, to yield an average rate of 5.78 
per cent. 

This brings total investments of this class 
since January 1 up to $13,910,935, divided 
as follows: 677 farm loans, $4,273,950; 572 
city loans amounting to $9,636,985, includ- 
ing 421 single family dwellings and 142 
apartment dwellings, housing in all 2448 
families. 

Additional investments made during the 
first four months of 1930 were: Railroad 
securities, $2,150,000; public utilities, $5,- 
375,000; government securities, $600,000; 
miscellaneous securities, $1,500,000. 


OFFICERS PROMOTED 


Frank R. Atvorp has been elected vice- 
president and cashier of the Citizens National 
Trust and Savings Bank of Los Angeles; and 
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Val J. Grund and Horace Dunbar have been 
made vice-presidents. Mr. Alvord became 
vice-president in 1929 and now takes over 
additional responsibilities. Mr. Grund has 
been cashier and vice-president and now 
takes over the duties of senior loan officer. 
Mr. Dunbar has been in charge of the busi- 
ness development department. 


NEW OFFICERS FOR FOREMAN- 
STATE 


THEODORE TEFFT WELDON and George E. 
Fink have been elected second vice-presidents 
of the Foreman-State Trust And Savings 
Bank, of Chicago. Both will be associated 
with the trust department, Mr. Weldon 
being in charge of business development 
work in that department. 


THEODORE TEFFT WELDON 
Second vice-president of the Foreman- 


State Trust And Savings Bank, Chi- 


cago. 


Mr. Weldon was fermerly president of 
Weldon & Baldwin, financial advertising 
agency, and is well known as the author of 
articles on trust matters which have appeared 
in financial magazines. He is at present 
writing a text book on trust activities for the 
Bankers Publishing Company. 

Mr. Fink has been with the 
thirty years. 


PRESENTS GIFT TO UNIVERSITY 


Tuomas B. McApams, executive manager of 
the State-Planters Bank and Trust Company, 
of Richmond, Va., recently presented $1000 


bank for 
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to the University of Richmond. The inter- 
est on this fund is to be presented annually 
to the most “all-around” young man in the 
Junior class. This is one of several gifts 
made by Colonel McAdams to the university. 


An imposing statue of the Greek god 
Oceanus, chief figure of the Great Seal 


of the Bank of Manhattan Trust Com- 
pany, was recently hoisted into place on 
the facade of the bank’s floors of the 
seventy-story skyscraper at 40 Wall street, 
New York. The huge statue, executed 
by Eli Nadelman, is a reproduction of 
the original seal of the bank, as author- 
ized by the directors at its inception in 
1799. It follows closely the Oceanus 
which adorned the front of the bank’s 
building in 1825, when the first monu- 
mental structure to be erected was built 
on the present site of the bank to replace 
the converted residences which had served 
as their quarters up to that time. The 
statue, a regal figure in a reclining posi- 
tion, measures about 10 feet horizontally. 
Oceanus, according to Greek mythology, 
was the oldest Titan god of the stream 
Oceanus, the great outer sea which was 
supposed to encircle the earth. 


NEW DIRECTOR FOR ST. LOUIS 
BANK 
W. FRANK CarTER, prominent St. Louis 


attorney and a member of the firm of Carter, 
Jones and Turney, has been elected a director 
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of the First National Bank in St. Louis. He 
fills the vacancy left by the death of John 
D. Filley. 


CHASE-EQUITABLE-INTERSTATE 
MERGER BECOMES EFFECTIVE 


THE consolidation of the Chase National 
Bank, the Equitable Trust Company and 
the Interstate Trust Company, of New 
York, under the name of the Chase, went 
into effect June 2, thus becoming the world’s 
largest banking institution, with resources 
of $2,551,435,063. 

The consolidation is responsible for an 
innovation in banking management—the 
creation of a, governing board composed of 
senior executives of the enlarged bank. 
Albert H. Wiggin, as chief executive of the 
institution, will be chairman of this board. 
John McHugh, chairman of the executive 
committee; Charles S. McCain, chairman of 
the board of directors; Kobert L. Clarkson, 
vice-chairman of the board of directors; 
Winthrop W. Aldrich, president, and other 
senior officers will be members of the board 
of governors. 

The main office of the combined institu- 
tion is in the Chase building at. Pine and 
Nassau streets, while the former main office 
of the Equitable at 11 Broad street becomes 
the Equitable Trust branch, by far the 
largest branch of the forty-six branch offices 


of the Chase in New York City. 
There is little duplication of departments 
in the Chase and Equitable Trust buildings, 


except in the trust department. Since, per- 
sonal trusts and safekeeping accounts could 
not be readily moved, it was decided to 
leave those in their original locations. All 
other trust business has been concentrated 
in the Equitable Trust branch. 

Paying and receiving tellers are situated 
in both banking offices, since the Equitable 
Trust office conducts the usual banking 
business as a branch. Brokers’ loans, cer- 
tification, collection, credit, customers’ loans 
and money transfers are concentrated at 
the Chase office in Pine street. 


NATIONAL CITY CITES 
CANADA'S GAINS 


THe last decade in Canadian affairs has 
heen one of the most noteworthy in the 
economic annals of the country, declares 
the National City Company of New York 
‘n an elaborate booklet written about the 
Dominion, its nine provinces and some of 
its cities. 
_ Some of the gains which have been made 
industrially during the past ten years are 
summarized as follows: 

1. An increase of more than 8,000,000 
acres in the field crop acreage of Western 
anaga, an average of more than 800,000 


acres a year. . 

2. An increase of 3,000,000 horsepower 
in total water power installation. 

3. Establishment of Canada’s mining in- 
dustry on a yearly output basis valued at 
over $300,000,000. 

Discussing the various revenue items, the 
booklet says: “Among the more important 
items of provincial taxation revenue are the 
motor vehicle tax which, as against $7,857,- 
751 in 1921, totaled $18,980,716 in 1928, 
and the gasoline tax which, as compared 
with $3,521,388 in 1925, amounted to $9,- 
151,736 for 1928. These two items point 
to the increasing use of motor vehicles 
throughout Canadian provinces as a further 
indication of economic progress. Other 
major items of taxation revenue are taxes on 
corporations, land, etc., which amounted to 
$25,235,341 in 1928. The adoption of 
government control of the sale of liquor 
in most of the provinces has also contributed 
substantially to the provincial revenues. In- 
come from this source, as against $8,964,- 
824 in 1925 showed a total of $22,755,212 
for 1928. Succession duties which in 1928 
totaled $11,354,859, are also to be listed as 
an important source of revenue.” 


NEW PUBLIC FINANCING 
SHOWS DROP 


New public financing in the United States 
during the four months to April 30, 1930, 
excluding domestic and Canadian municipals, 
aggregated $2,300,799,055, according to 
compilations announced by Otto P. Schwarz- 
schild, editor of American Underwriting 
Houses and Their Issues. This total com- 
pares with $2,360,600.000 for the same 
period of 1929. 

The review as rendered by Mr. Schwarz- 
schild includes stock issues as well as bonds 
and notes. Preferred stocks of a set par 
were considered at par, while all no-par 
stocks were calculated at public offering 
prices. His record was compiled from ad- 
vertisements of syndicate offerings, and the 
head of the syndicate was assumed to be 
the firm appearing in the leading position in 
the advertisement. 

This compilation reveals that J. P. Morgan 
& Co. led the list of investment houses dur- 
ing the first four months by heading syndi- 
cates amounting to $407,088,000. Dillon, 
Read & Co. with $218,055,000 ranked sec- 
ond and Kuhn, Loeb & Co. third with $208,- 
825.000. 

The results of the first four months from 
the standpoint of total business participated 
in, either as head or participant, shows that 
Harris, Forbes & Co. accounted for the larg- 
est volume with $672,575.000. The Na- 
tional City Company ranked next with an 
aggregate of $640,179,000 while the Guar- 
anty Company of New York was third with 
$615,488,000. 
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The Service Charge | 


on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has workéd out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 

71 Murray Street, New York, N. Y. 
Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 
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The Bank’s Secondary Reserve 


The results of interviews with some three hundred bankers are embodied in Bank 
Secondary Reserve and Investment Policies (Bankers Publishing Company, $2.50) 


by Paul M. Atkins, which is just off the press. 


Dr. Atkins, who is engineer- 


economist of Ames, Emerich & Co., Inc., has for a number of years been making 
a study of this subject. 


FEW years ago the firm of in- 
Acenen bankers of Ames, Em- 
erich & Co., Inc., decided that 
it knew too little about the needs and 
requirements of banks for securities and 
turned over to Dr. Paul M. Atkins the 
task of investigating this subject. When 
he found that practically no material 
on the subject had been published, Dr. 
Atkins discussed their securities’ needs 
with some three hundred different 
bankers, many of whom contributed 
statistical material from the experience 
of their respective institutions. The 
analysis of these records and statistics 
showed one thing—that there was no 
common practice among banks for the 
purchase of securities, even among those 
banks which appeared to be operating 
under similar conditions. 

From these records and analyses, cer- 
tain tentative standards were established 
for bank secondary reserves and invest- 
ments and the positions of a large num- 
ber of banks have since been examined 
thereby and policies and programs have 
been outlined to meet their needs. The 
success of these programs has led the 
author to believe that the policies are 
fundamentally sound and would be of 
value to other banks. It is these policies, 
then, that are presented by Dr. Atkins 
in Bank Secondary Reserve and Invest- 
ment Policies. 


_ in its 150 pages, the book gives to 
the banker a clear idea of the need for 
definite investment and reserve policies 


and outlines for him general standards 
for such policies, which he can alter to 
fit the peculiar needs of his own in- 
stitution. In carrying out such a pro- 
gram, the author suggests three things: 
First, a careful and painstaking analysis 
of the actual position of the bank; sec- 
ond, a clear idea of the goal to be 
reached; and third, formulation of bank 
policies starting from the situation re- 
vealed by the analysis and proceeding 
toward the objectives sought. 

The volume is divided into six chap- 
ters. The first outlines the reasons 
why banks need secondary reserves, in 
other words, why they need both 
liquidity and earning power, and an 
analysis is made of the major assets of 
a bank from the standpoint of these 
two factors. 

Factors underlying bank reserves (sea- 
sonal fluctuations, cyclical changes, etc.) 
are discussed in the second chapter, 
while the third takes up the size and 
composition of a primary reserve, for, 
says Dr. Atkins, sound policies for the 
primary reserve are closely interlocked 
with sound policies for secondary re- 
serve. 

In the chapter on size and composition 
of secondary reserve, the author indi- 
cates how the size and composition of 
secondary reserve may be determined 
and explains the reasons therefor. “Sound 
policies in regard to bank secondary re- 
serves,” he says, “can be based only 
partly on statistical analysis and gen- 
eral formulae. In a large measure they 
must result from good judgment ma- 


(Continued on page 922) 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


MEETING THE BEAR MarkKeET. By 
Glenn G. Munn. New York: Har- 
per & Brothers. $2.65. 


“PANICS are grievous and painful while 
they last. But they vanish quickly. 
Bear markets are briefer than bull mar- 
kets. Low prices must be exploited 
while they are available. Astute men, 
biding their time, have amassed for- 
tunes by ‘playing’ panics. You are no 
more likely to buy at the last eighth 
down than to clip the last eighth up. 
Do not overstay a bear market. The 
next one may be ten years away. An- 
ticipate the next bull market. Thac is 
how to capitalize a bear market.” 
The above paragraph from Meeting 
the Bear Market condenses in brief 
form both the contents of this book and 
the author's feeling on the question 
presented in its title. He gives ex- 


cellent reasons for his conclusions and, 
while he includes necessarily a large 
number of statistics, charts and graphs, 


sets them forth in a fashion to interest 
the amateur as well as the professional 
in the stock market. 

While he says that it is unlikely that 
a buyer can pick the last eighth down 
or up, Mr. Munn aims to furnish a 
basis for detecting the lower and upper 
limits of major and minor speculative 
movements, and to provide an ac- 
curate system of forecasting for every- 
one who follows the market. And he 
considers market psychology and tech- 
nical action as well as statistics. 

The chief factors influencing specu- 
lative swings in the market are treated 
clearly and specifically and the 1929 
crash is explained so that lessons 
learned thereby may be applied in the 
future. In this connection the chapters 
on Indicia of Termination of a Bull 
Market are particularly important. 

Mr. Munn includes a number of 
brief maxims in regard to the market 
movements: 

“Bull markets (major upward move- 
ments) historically terminate in’ the 
autumn months. There is scarcely any 
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precedent for their conclusion out of 
‘oyster season.’ ” 

“Accumulation, especially careful ac- 
cumulation, is more likely to take place 
in markets of relatively small volume; 
distribution on heavy volume.” 

“Neither the market as a whole nor 
an individual stock normally rises per- 
pendicularly even in a bull market; 
considered from either point of view, 
the market rarely proceeds in one di- 
rection more than five consecutive days 
without encountering some degree of 
reaction, however trifling.” 


THE Stock MarkeT CrasH 
AFTER. By Irving Fisher. 
York: Macmillan. $2.65. 


AN economist’s view of the Wall Street 
catastrophe of last fall and conclusions 
of interest to bankers, merchants, in- 
vestors and business men of all types 
are presented in this book. The author 
diagnoses the causes of the crash in an 
historical survey of the events and 
tendencies preceding it, analyzes the 
current situation and gives his views 
of the probable future course of indus 
trial and business development. Many 
charts and tables are presented in il 
lustration. 

“I have also tried in this book,” says 
Mr. Fisher, “to set forth the chief 
opinions held by others, whether or not 
they agree with my own conclusions, 
past or present, in the hope that the 
reader will in this way have before him 
all the chief points of view that it is 
practicable to assemble. . . . 

“It is, of course, too early to reach 
any absolutely sure conclusions; noth: 
ing is more difficult to analyze and un- 
derstand than a panic; especially, a 
panic so great and so peculiar as that 
which has visited the American stock 
market. It stands unique in the annals 
of finance. But even if some of the 
views here expressed should later be 
found in need of revision, I trust this 
book will have served its purpose by 
contributing somewhat toward a better 
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eventual understanding of the problem. 
The ordinary explanations now finding 
the greatest currency seem to me far 
too simple and naive.” 


THE EcoNOoMICS OF BRANCH BANKING. 
By Bernhard Ostrolenk. New York: 
Harper & Brothers. $3.65. 


WHILE the author of this volume pre- 
sents arguments on both sides of the 
branch banking problem, it is evidently 
his aim to make out a case against the 
independent unit bank. The numerous 
bank failures in recent years furnish 
plenty of material for such an effort. 
The ills of our banking situation are 
thus diagnosed: 

“Summed. up, the banking system in 
the small towns of America is today 
in a critical condition in consequence 
of the fundamental changing production 
and distribution developments, the semi- 
bankrupt state of agriculture and be- 
cause the number of banks in the 
country is far in excess of the banking 
service required. Also many of these 
small banks are in the hands of in- 
competent leaders.” 

Probably too much emphasis has been 
placed upon the “changing production 
and distribution developments” to which 
the author refers. This change has had 
its effect upon the banks, without doubt, 
although the effect may not have been 
so entirely unfavorable as is commonly 
taken for granted. But the unprofitable- 
ness of agriculture has certainly been a 
factor in bringing the small rural bank 
to grief. Here, however, the remedy 
seems to be needed for agriculture 
rather than for banking. 

It is true that banks have been multi- 
plied beyond actual requirements. But 
this difficulty is rapidly being overcome 
by the weeding out of the weaker banks. 

There are some statements in the 
book to which exceptions may be taken; 
thus (p. 72), in speaking of group bank- 
ing, “But it is not the size of the group 
that gives pause, but the fact that the 
holding company controlling all these 
banks, the Marine Midland Corpora- 


tion, itself is subject to no legal control 
from any source whatever, though it 
has volunteered to submit to State and 
Federal bank examinations.” 

That a corporation “is subject to no 
legal control from any source what- 
ever,” is an incredible statement. 

Again (p.84): “Branch banking 
within the law may be subjected to 
examinations in order to increase sta- 
bility and soundness of the banking 
system, whereas chain banking under 
any of its various forms is susceptible 
to grave banking abuses that cannot be 
controlled in the interest of public 
policy.” 

This would seem to rest upon the 
assumption that chain banking is some- 
thing superior to legal control. What 
warrant is there for such assumption? 

Once more (p.88): “Neither the 
Federal Reserve Board nor the various 
Federal Reserve banks are profit-making 
institutions. In fact, the legal founda- 
tion of their existence is such as to dis- 
courage these banks from making profits. 
They may be defined as purely co 
operative banking institutions, serving 
and safeguarding the unit bank.” 

Whether “the legal foundation of 
their existence is such _ . to discourage 
these banks from making profits” or 
not, they have made enormous profits; 
witness the costly buildings, the surplus 
and the large sums paid into the United 
States Treasury. 

The “purely co-operative” character 
of the Federal Reserve banks is not rec- 
ognized by many of the bank members 
who regard some of the operations of 
the former as competitive. 

It would be instructive to have an 
impartial study made of the responsi- 
bility of the Federal Reserve System for 
some of our present banking difficulties. 
What has it done to foster agricultural 
inflation and stock speculation? 

While the volume under review is 
partial to branch banking, and in some 
of its statements less careful than could 
be desired, it is a serious study of an 
important subject and contains much 
valuable information. 





THE BANKERS MAGAZINE 


NEW BOOKS 


PusLic FINANCE. By Harley Leist Lutz. 
Second edition. New York: Apple- 
ton. $4.15. 


THE Story OF WALL STREET. By 
Robert Irving Warshaw. New York: 
Greenberg. $5.15. 


THE ECONOMICS OF INSTALMENT TRAD- 
ING AND Hire-PurcHaAsE. By W. F. 
Crick. New York: Pitman. $1.65. 


THE BANK. OF ENGLAND FORGERY. 
Edited by George Dilnot. New York: 
Scribner. $2.15. 


A History OF FINANCIAL SPECULATION. 
By Ralph Hale Mottram, Boston: 
Little, Brown. $4.15. 


INVESTMENT BANKING. By Henry 
Parker Willis and Jules Irwin Bogen. 
New York: Harper. $5.15. 


THE Story oF Money. By Norman 
Angell. New York: Stokes. $5.15. 


APPLIED BUSINESS FINANCE. By Ed- 
mond E. Lincoln. New fourth edi- 
tion. New York: McGraw-Hill. 
3.15. 


ANDREW W. MELLON; THE MAN AND 
His Work. By Philip H. Love. 
Baltimore: Heath Coggins & Co. 
$3.65. 


FOREIGN SECURITIES; PUBLIC AND 
MortGAGE BANK BONDS; AN AN- 
ALYSIS OF THE FINANCIAL, LEGAL AND 
PotiticAL Factors. By John T. 
Madden and Marcus Nadler. New 
York: Ronald. $6.15. 


LaBorR BANKING MOVEMENT IN THE 
Unitep States. Princeton, N. J.: 
Industrial Relations Section, Prince- 
ton University. $2.65. 


INDUSTRIAL ACCOUNTING; CONTROL 
OF INDUSTRY THROUGH Costs. By 
Thomas H. Sanders. New York: 
McGraw-Hill. $4.15. 


SPECIAL BUSINESS LIBRARY 
FOR BOSTON 


Boston bankers and business men have § 
a special library devoted to periodicals — 


and books on financial and business sub- 7 


jects in the Kirstein Memorial Library, @ 
which was opened last month in the © 
heart of the city. It is the gift of 4 
Louis E. Kirstein, 
William Filene’s Sons Co., to the city % 
in memory of his father. Devoted ex- 
clusively to business and banking, the 7 
library has one of the finest collections 4% 
of banking books and periodicals in | 
that state and arrangements have been | 
completed so that Boston business men 7 
may borrow books from the collection 7 
of the Harvard Business School library, 7 
the most valuable business and banking ~ 
library in the country. 3 


BOOKS RECEIVED 


INDUSTRIAL STRUCTURE OF NEW ENG © 
LAND. By Charles E. Artman, | 
Part I of the commercial survey of 7 
New England. Washington, D. C.: 
U. S. Department of Commerce. 
$1.45. 


COMMERCIAL 
ENGLAND. 


NEw © 
By Edward F. Gerish. © 
Part II of the commercial survey of 7 
New England. Washington, D. C.: % 


STRUCTURE OF 


U. S. Department of Commerce. 7 


$1.10. 


wh 


(Continued from page 919) 
tured by long experience. There is no ¥ 
substitute for intelligence and good” 
common sense.” : 

The investment account of a bank i @ 
the subject of the fifth chapter, and in | 
it the author says that the guiding © 
policy to be pursued in developing the % 
investment account should be to incor = 
porate in it assets which are safe and 
at the same time will add substantially 
to the earning power of the bank. The: 
several types of securities suitable for 
this account are analyzed and a tenta* 
tive list, showing percentages for cach 
type of security, is given. 
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The 


Horizon of Youth 


the Solidity 


the name of 
Detroit is associated with growth, 
progress, restless change. 


Always alert to new ideas... 
ever ready to blaze new trails.. 

Detroit has the horizon of youth. 
Yet through a period of unprece- 
dented expansion, its business and 
financial policies have been dic- 
tated by sound conservatism. 
Detroit has the solidity of age. 


Antoine de la Mothe Cadillac 
would look with won- 
der upon the settlement 
he founded in 1701 ... 
now not only domina- 
ting one of America’s | 
greatest industries, | 


FIRST 
| NATIONAL BANK | _ a 
IN DETROIT 


motor cars, but leading the world 
in 38 other basic lines of manu- 
facture, among them adding 
machines, vacuum cleaners, stoves, 
pharmaceutical supplies, electric 
refrigeration, oil burners. On an 
average, two new and success- 
ful manufacturing enterprises 
are {established here each week. 


The privilege of serving and the 
opportunity of growing with 
Detroit and Detroit industries 
has enabled First Na- 
tional Bank to acquire 
ei valuable and specialized 


] 


experience in the 
handling of commercial 
banking business. 





BANK of MANHATTAN Trust COMPANY | 


INTERNATIONAL ACCEPTANCE BANK d INTERNATIONAL MANHATTAN COMPANY 
INCORPORATED Sb) INCORPORATED 


FOREIGN BANKING FACILITIES < 4 INVESTMENT SECURITIES 


MAIN OFFICE—40 WALL STREET—NEW YORK 


UNION SQUARE OFFICE MADISON AVE. OFFICE 
Broadway at 16th Madison Ave. at 43rd 


Sixty-five conveniently located offices throughout Greater New York 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $65,000,000 


THE 
PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING 
S. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 


Resources Over - - . $236,000 ,000.00 
Individual Trust Funds - - : - $724, 000, 000.00 
Corporate Trusts’ - . - - - - $1,860,000,000.00 


Accounts of Banks, Corporations, Firms and Individuals Invited 
Acts as Trustee for Corporate Mortgages 


Incorporated Member Federal 
March 10th, 1812 PHILADELPHIA, PA. Reserve Gyatem 


THE CANADIAN BANK 
OF COMMERCE 


— - TORONTO, CANADA 


Capital Paid Up $29,800,000 Reserve Fund $29,800,000 
Str John Aird, President S. H. Logan, General Manager 


NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 


Branches at London, England; Rio de Janeiro; Havana; Kingston, 
Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Mexico 
City; San Francisco; Seattle; and Portland, Oregon. 

Close working arrangements with the Leading Banks in Australia 
and New Zealand. 


NEW YORK OFFICE 130 WILLIAM STREET 
Agents—C. J. Stepheneon, R. B. Buckerfield and P. H. Nowers 
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On June 2nd, 1970—The Chase National Bank, The Equitable Trust 
Company and Interstate Trust Company were formally merged as 


THE 
CHASE NATIONAL BANK 


of the City of New York 
Statement of (ondition at (lose of Business, June 2nd, 1930* 


RESOURGES 


Cash and Due from Banks.........................+.+-$ 592,458,308.83 
Loans and Discounts.....................022+0.+e+e+++ 1,435,359,900.64 
U. S. Government Securities 228,710,596.93 
Other Securities 106,580,632.51 
Real Estate 34,771,643.58 
Redemption Fund—v. S. Treasurer.................... 386,825.00 
Customers’ Acceptance Liability . ...... .$172,184,069.87 

Less Amount in Portfolio ............. 20,018,289.14 152,165,780.73 
WU 6 5s niccs ae.wigtie de Sas ag peutnevaneaeaeel 1,001 374.98 


$2,551,435 ,063.20 


LIABILITIES 


Me hig haan 5 oie ew nk <0 10 hats Sono nr 96 00a 16 s/n na 9s 
148,000,000.00 

Undivided Profits 60,723 ,478.27 
Reserved for Taxes, Interest, etc. ...............-.00005 
Dividend, Payable July 1, 1930 
Se 
Circulating Note: 
Acceptances $176,775,899.86 

Less Amount in Portfolio 20,018,289.14 156,757,610.72 
Liability as Endorser or Maker ee 

on Acceptances and Foreign Bills 
Other Liabilities 


TTT 1,916;236,313.91 


$2,551 435,063.20 


Each Shareholder of The Chase National Bank is also the holder of a like number of 
shares of Chase Securities Corporation. Capital funds of Chase Securities Corporation, 
which are in excess of $125,000,c00, are not included in the bank statement. 


*This statement does not include the statements of any of the affiliated 
organizations mentioned below 


Head Office—Pine Street corner of Nassau * Equitable Trust Branch—11 Broad Street 
Forty-five other branches in Greater New York 


FOREIGN OFFICES 
Lonvon, England (2) Havana, Cuba Cristosat, Canal Zone Panama City, Republic of Panama 
Lonvow Representative: 14 Cornhill, E. C. 3 Paris Representative: 1 Boulevard: Haussmann 


Berun Representative: Unter den Linden 57 Rome Representative: Piazza Mignanelli, 3 
Affiliated Organizations: 
CHASE SECURITIES CORPORATION : AMERICAN EXPRESS COMPANY 


EQUITABLE EASTERN BANKING CORPORATION ~- AMERICAN EXPRESS BANK & TRUST COMPANY 
THE CHASE SAFE DEPOSIT COMPANY . THE CHASE BANK. (Paris—Mexico City) 
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For More than 
145 Years 


ERVICES of the Bank of New York 
& Trust Co. are highly specialized in 


- 
U 


atl} 


of tl 


— " 


conformity with modern banking prac- 
tice. They derive a special distinction, 
however, from the spirit in which they 
are tendered. 


No tradition of this institution is more 
firmly rooted than that banking to be 
effective must be fitted to the individual 
client’s needs. That tradition has been 
maintained unaltered for more than 
145 years, and surrounds the every-day 
Commercial banking transaction no less 
than the more intimate conduct of Indi- 


vidual and Corporate Trust business. 


Bank of New York & Crust Co. 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 


48 WALL STREET, NEW YORK 


NEWYORK 


Uptown Office CLEARING HOUSE 
P fic MEMBERSHIP 
Madison Avenue at 63rd Street NUMBER ONE 


* 





THE BANKERS MAGAZINE 


The Bank’s 

— > Premises 
At Kingston, 
Jamaica 
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Exceptional Facilities 
in the West Indies 


BANKS having collection business on West 

Indian points will find useful information 

on stamp duties and collection rates in our 
booklet “ West Indies Collections ”. 

Our New York Office at 49 Wall Street, will 


be glad to furnish copies on request. 


25 Branches in Cuba, Porto Rico, Dominican Republic 
and Jamaica. 


303 Branches in Canada and Newfoundland. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 


Capital . 4 ‘ y - $10,000,000 
Reserve Fund . ; ‘ 20,000,000 
Total Assets over . P - 275,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 
108 Old Broad Street, E. C. 2 
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To Handle Your Business Properly 
You Need the 


CORN EXCHANGE NATIONAL BANK 
AND TRUST COMPANY 


PHILADELPHIA 
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Cooperation 


that embraces 130 different 
services is the basic reason 


for the phenomenal growth 


of the Republic, which is. 


today one of the country’s . 


outstanding bankers banks. 


Ask us for particulars 
of our service 


The National Bank of the 
REPUBLIC 
-* OF CHICAGO :- 
Banking—All Departments 


AFFILIATED 


CHICAGO TRUST THE NATIONAL 
REPUBLI 
-- COMPANY: - °>» COMPANY-- 


Complete Trust Service Investment Securities and 
Real Estate Loans Corporate Financing 
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Th 


Established as Private Bank, 1895. Incorporated, 1912 
Cable address: ‘“‘Sumitbank” 


Capital Subscribed . . « Yen 70,000,000 
Capital paid up . . - « “ 50,000,000 


Head Office: OSAKA, JAPAN 


K. YUKAWA, Chairman Board of Directors 
N. YATSUSHIRO, Chief Managing Director 
K. KAGA, Managing Director K. OHDAIRA, Managing Director 


New York Agency, 149 Broadway, New York 
S. HARADA, Agent 


HOME OFFICES 

Osaka (27) Tokyo (17) Yokohama Kobe (3) Kyoto (3) Niihama 

Shimonoseki Moji Hiroshima (3) Fukuoka (2) Yanai Onomichi 
Kurume (2) Kure Wakamatsu Kokura Nagoya (2) Kumamoto 

Okayama 
Foreign Offices—Shanghai. New York, London, Hankow, San Frencisco, T.os Angeles, Bombay. 
Offices in Pacific Liners—M.S. ‘“‘Asama Maru’, M.S. “Chichibu Maru’, M.S. “Tatsuta Maru”. 
Andiated Banks—Yhe Sumitomo Bank of Huwaii, Ltd., Monotulu, T. H.; The sumitemo 
Bank of Seattle, Seattle, Wash.; and The Sumitomo Bank cf California, Sacramento, Cal. 

Bankers—Nationa] City Bank of New York, New York; 
Lloyds Bank, Ltd., London; Lloyds & National Provincial Foreign Bank, Ltd., Paris. 


Correspondents in All Important Places at Home and Abroad 


The Bank buys, sells and receives for collection Drafts and Telegraphic Transfers; issues 
Commercial and Travellers Letters of Credit available in all important parts of the 
world, and acts as Trustee for Mortgage Bond, besides doing general Banking Business. 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 
Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza. Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 
ASSOCIATED BANK in LONDON 
The Commercial Bank of The Near East, Ltd. 


4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, N.v. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824, 


BANKERS 


Capital Paid up and Surplus - f.127,000,000 | 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN. 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
li 
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THE MITSUI BANK, LTD. 


Capital Subscribed. . - « « Yen 100,000,000.00 
Capital Paid-Up .... - . + Yen 60,000,000.00 
Reserve Funds ... . - « « Yen 65,000,000.00 
Head Office: TOKYO, JAPAN 
(No. 1 Suruga-cho, Nihonbashi-ku) 
President 
G. MITSUI, Esq. 
Managing Directors 
S. IKEDA, Esq. N. KIKUMOTO, Esq. 
H. KAMESHIMA, Esq. R. IMAI, Esq. 
New York Agency, 61 Broadway, New York City 
Home Branches: 
Fukuoka, Hiroshima, Kobe, Kyoto, Marunouchi (Tokyo), Moji, 
Nagasaki, Nagoya, ‘Nihonbashi (Tokyo), Osaka (4), Otaru, 
Shimonoseki, Wakamatsu (Kyushu), Yokohama 


Foreign Branches: 
Bombay London New York Shanghai Sourabaya 
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MARTINS BANK LIMITED. 


A London Office : 
7, WATER STREET, 68, LOMBARD ST., 


LIVERPOOL. ¥ ts LONDON, E.C.3. 


Manchester District Office: 43, SPRING GARDENS. 


Capital Paid Up and Reserves... $39,000,225 
Deposits, etc., at 3lst Dec., 1929... . $413,102,465 


The bank has over 560 Offices, and Agents in all the principal 
towns throughout the world. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


The Bank is prepared to act as Registrar for Public and 
Corporate Bodies, etc. 


SUMMIT 


Glyn, Mills & Co. 


(Established 1753) 
Registered Gith ‘unlimited liability, 1885 


incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 
Army and Air Force Agents, Navy and Prize Agents 


Head Orfice - 67, Lombard St., London, E.C.3 


Childs Branch - . 1, FLEET STREET, LONDON, E. C. 4 
Holts Branch’ - 3&4, WHITEHALL PLACE, LONDON, S. W. 1 


Current and Deposit Accounts opened on the usual terms. 

The Bank has Agents or Correspondents in all the principal cities or towns throughout 
the World, and can provide Banking facilities for its customers wherever desired. 
Letters of Credit and Circular Notes issued on our Foreign Correspondents and Agents 
throughout the World. 

Currency Drafts obtained; Remittances mailed and Telegraphic Transfers made to all 
parts of the World. 

Foreign Currency Accounts opened. 

Purchase and Sale of Stocks, Bonds and Shares effected and custody of securities 
undertaken. 

Dividends, Annuities, ete., received; forms authorizing their receipt supplied, and 
coupons collected for customers. 

Recovery of Income Tax and Preparation of Income and Super-tax Statements under- 
taken. The Bank has a special department to advise and assist customers on questions 
relating to Income and Super-tax. 

The duties of Executors and Trustees undertaken. 

Navy and Prize Agents. Salvage claims preferred. 
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Commonwealth Bank of Australia. 


Owned and guaranteed by the 
Government of the Commonwealth of Australia 


HEAD OFFICE: 
MARTIN PLACE, SYDNEY 
AUSTRALIA 


E. C. RIDDLE H. T. ARMITAGE 
Governor Deputy-Governor 


Branches in all the Capital Cities 
and principal towns of Australia. 
Banking and Exchange business 
of every description transacted. 


BANKERS TO 
The Government of the Commonwealth of Australia 
The Government of the State of Queensland 
The Government of the State of South Australia 
The Government of the State of Western Australia 
The Government of the State of Tasmania 


London Office 
36-41 NEW BROAD ST., E.C. 2 
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THE 
NATIONAL BANK 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 508 well distributed offices 
MELBOURNE i e . 
provides a complete banking service 
Chief Manager: throughout Australia, and is well 
E. H. WREFORD : : 
caiaaiiciaaiaiias equipped for the transaction of all 


JAMES WILSON classes of foreign business. 


Inspector & Manager 
Foreign Department : 
E. J. OSBORNE 
(Temporarily in London) 


Relg. Mer. Foreign Authorised Capital (@ $5 to £1) $50,000,000 
J.D. F. GRANT Capital Paid Up - - $25,000,000 
banner’ Reserve Fund - - -- $15,500,000 


LONDON OFFICE: 


7 LOTHBURY,E.c.2 Total Assets March 1929 - $237,159,115 


we 
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English, Scottish & Australian Bank, 


Limited. 


Authorized Capital .... . . . $25,000,000 
Paid-up Capital . . - . $15,000,000 
Further Liability of Shareholders . «+ $10,000,000 
Reserve Fund . . $15,400,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 457 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Comn:erce. 
Equitable Trust Company. 

First National Bank. 

Crocker-First National Bank of San Francisco. 
he Canadian Bank of Commerce. 


E. M. JANION, Manager. 
SHUUUAYEONANASAUAUENODADAUGDAUOGOOOOEONOUOUOOGENOUENSUEDEUEGEOOGOONOUGUOEOOOUEOOEDODENOOEOOOROEONODOOOOGVGUEUOUNOONNOEQEONOROUOEOOOOSOODEOONOUGDEAONNOOOOONOEOEOOOOOOUOLE 
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VICTORIA 
Melbourne: 
394-396 Collins St. 
384 Elizabeth St. 
588 Bourke St., W. 
71 Collins St., East 
Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
F -ponlea 
Si. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 


Fish Creek 
Foster 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding Levin 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 
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HE BANK OF AUSTRALASIA 


(incorporated by Royal Charter, 1835) 


Paid-up 


Capital - 


Reserve Fund - 
Reserve Liability of Proprietors 


under the Charter 


£4,500,000 
£4,475,000 


£4,500,000 


833. TZ £13,475,000 
Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 


West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Branches in Australia 


Victoria, Contd. 
Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL <API- 
TAL TERRITORY 
Canberra 


NEW SO. WALES N.S. Wales, Contd. 


Sydney: 

Martin Place 

97 Castlereagh St. 

85 Pitt St. 

555 George St., So. 

Wentworth Ave. 

236 William St. 
Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 

Albury 

Ballina 

Bathurst 

Bega 

Bellingen 

Berrigan 

Blayney 

Broken Hill 

Cessnock 

Cootamundra 

Corowa 

Crookwell 

Deniliquin 

Dorrigo 

Dubbo 

Forbes 

Glen Innes 

Goulburn 

Grafton 

Grenfell 

Hamilton 

Howlong 

Jerilderie 

Kempsey 

Kyogle 


Lismore 
Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 
South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


Kaitaia 
Manaia 


Mrrton 
Mastert 


Morrins 
Napier 


Mangonul 


New Plymouth 


Newton 


(Auckland) 


Otaki 
Paeroa 


on Palmerston Nth. 
Matamata 


Patea 
ville Raetihi 
Rotorua 


Stratford 
Taihape 


Tauranga 
Te Aroha 
Te Kuiti 
Temuka 
Te Puke 
Timaru 


Taumarunui 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Port Pirie 
Wirrabara 


W. AUSTRALIA 

Perth (*t. George 

Terrace) 

237 Murray St. 
sSubiaceu 

Albany 

Beverley 

Bunbury 

Carnamah 

Dowerin 

Fremantle 

Gnowangerup 

Kalgoorlie 

Kulin 

Moora 

Northam 

Wagin 

Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 


CANADA: 


Bank of Montreal 
Canadian Bank of Commerce 


UNITED STATES: 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Continental Illinois Bk. & Tr. Co., Chicago 


UNITED STATES, Contd.: 


Guaranty Trust Company, New York 
National City Bank of New York 
National Bank of the Republic, Chicago 


Philadelphia National Bank, Philadelphia 
Wells Fargo Bank & Union Trust Co., 
San Francisco 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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‘BANK OF NEW ZEALAND 


BANKERS TO THE NEW ZEALAND GOVERNMENT 


AUTHORIZED CAPITAL £7,561,238 


Paid up Capital, as at 31st March 1929 . £6,858,113 
Reserve Fund and Undivided Profits . . 4,042,591 


£10,900,704 





Aggregate Assets at 31st March 1929 . £54,561,908 


HEAD OFFICE: LONDON OFFICE: | 
WELLINGTON, N. Z. 1 QUEEN VICTORIA STREET, E.C.4 | 
Branches and Agencies in Over 220 Points in New Zealand | 

| And at Melbourne, Victoria; Sydney, New South Wales; Suva and Levuka, Fiji; Apia, Samoa. | 


| Negotiates and Collects Bills of Exchange, drawn or payable in New Zealand, Australia, | 
Fiji or Samoa. ISSUES DRAFTS and makes Telegraphic Transfers. Undertakes all | 
description of Banking Business connected with Australasia. | 








The Union Bank of Australia, Limited | 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL } 
RESERVE FUND 24,850,000 ether aoe 
RESERVE LIABILITY of Proprietors 


Head Office-—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 49. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the.World. 
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ESTABLISHED 1 1817 


BANK oF NEW SOUTH WALES | 


wie uch ttaea THE WESTERN AUSTRALIAN BANK 
AUSTRALIA 


Paid-up Capital $37,500,000 
Reserve Fund : 30,750,000 
Reserve Liability 


of Proprietors ar ee aD. 37,500,000 
RSs $105,750,000 


Aggregate Assets, 30th Sept., 1929, $454,031,485 
General Manager, ALFRED CHARLES DAVIDSON 


ANDATED TERRITORY . 
oy &, a EW GUINEAS Brancues «Gilbert | ¥ 
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ADELAIDE: ~ CANBE Yeu land 
oe 89 BRANCHES fa — NEW 
AUSTRALIA ZEALAND 


eo ME! 
Population, 6,300,000; area, 2,974,581 
sq. miles; sheep, 104,267,100; cattle, TASMANIA 67 BRANCHES WELLINGTON 
11,964,000; horses, 2,123,000; imports, 3 BRANCHES X Christchurch 
$740,024,445; exports $715,277,795. HOBART 


Annual Value of Australia’s Products Dunedin 


$491,475,000 
596,860,000 
234,899,800 


® 
120,037,000 e 4 
2,043, 465,000 Auckland | 


$3,486,736.800 " 


Head Office—George St., Sydney London Office—29 Threadneedle St., E. C. 2 
588 BRANCHES AND AGENCIES 


{o all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Geinea and London 
Cable remittances made to and drafts drawn on Foreign Places DIRECT 
Foreign Bills Negotiated and Collected. Letters of Credit Issued. 
NEGOTIABLE THROUGHOUT THE WORLD 
The bank collects for and undertakes the agency of other banks and transacts every 
description of Australian Banking Business 
e Standard Bank of South Africa, Ltd. 
Agents In New York : National City Bank of New York 
Guaranty Trust Company of New York 
Agents in San Francisco, Bank of Montreal, Bank of California National Asso 
ciation, Crocker First National Bank and Anglo and London Paris National Bank # 


M) 
w 
9 
yA 
ul 
0 
¢ 
Q 
Z 
< 
r) 
W 
I 
) 
Z 
Y 
o 
© 
© 
© 


SAIONSRDY GNY SAHONVAGA SBV 





THE BANKERS MAGAZINE 


Houses of Parliament, London 


Specialized Service for Estates 
with English Assets 


HE settlement of estates containing English assets can be greatly facilitated by 
utilizing the services of the Guaranty Executor and Trustee Company, Ltd., 
London, a subsidiary of the Guaranty Trust Company of New York. 


When employed by executors, trustees, or administrators to administer English 
essats, our English subsidiary affords many advantages. It is a fully authorized and 
complete English trust organization with all of the international facilities of the 
parent company at its disposal. 


We invite inquiries regarding any phase of our service from banks, trust com- 
panies, lawyers and other individuals. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
Capitat, SurpLus AND UNpivipep Prorits MORE THAN $295,000,000 













Do You Need a 
New York Bank ? 


If you do, we invite your inquiry. 
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THE BANK OF UNITED STATES BUILOING 





With 58 banking offices in New 
York, one of which is at 70 Wall 
Street, and facilities now serving 
more than 400,000 depositors, we 
are equipped to take care of the 
New York business of out of town 


banks. 


We rank 28th in size among the 
more than 25,000 banks of the 
country, and we would be happy 
to render in New York City for 
our fellow banks in the rest of the 
country and to business firms, a 
service commensurate with our size 
and capacity. 


We would be glad to hear from 
you. 





The Hank of United States 


MEMBER FEDERAL RESERVE SYSTEM 








Resources Over $250,000,000 
58 Offices in New York 
Main Office: Fifth Avenue at 44th Street 
NEW YORK CITY 





















for the nation’s table. . . 


By much more than a comfortable margin, Wisconsin 
leads all other states in the value of its dairy products. 
In 1925, 2,779 cheese factories and 599 creameries pro- 
duced $209,260,384 worth of butter, cheese, condensed 
and evaporated milk. Wisconsin manufactures 75% 
of the American cheese, 91% of the brick cheese and 
83% of the Swiss cheese produced in the United States. 


Bankers and business men wishing additional informa- 
tion concerning the well-diversified industrial and 
agricultural prosperity of Wisconsin are invited to con- 
sult First Wisconsin officers at any time. 


FIRST WISCONSIN 
NATIONAL BANK 


MILWAUKEE 


Unit of Wisconsin Bankshares Corporation 
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One of the World’s Greatest Banks 


WW" the Bank of Manhattan Trust Company was organized, there 
was only one other bank in New York City. The story of how it 
secured its charter is one of the most interesting chapters in American 
financial history. Today this bank is one of worldwide importance and 
York is proud that its product protects the funds of this great institution. 
The vault equipment installed by us for the Bank of Manhattan Trust 
Company comprises one of the most complete installations in the world. 
Each of the five vaults are protected by a specially designed steel lining, 
in which is incorporated “Infusite,"’ York’s torch-resisting metal, together 
with other special materials capable of resisting any method of attack. All 
the vault walls contain a special type of concrete reinforcement. The 
safe deposit vault is protected with a vault entrance of the circular type, 
30 inches in net solid thickness, and 
ventilation is facilitated through special 
emergency doors of the same thickness. 
The security vaults and the trust 
vaults are protected by rectangular 
entrances each 30 inches in net solid 
thickness, and are equipped with 
emergency entrances of the same 
thickness. 
The vaults of this bank are an age 
defying testimonial to modern safety 
and to York excellence. 


YORK SAFE and LOCK 
COMPANY 


York, Pennsylvania 


One of the world’s tallest skyscrapers, the home of 

the Bank of Manhattan Trust Company. Below is 

oa one of the York Vaults installed for this 
ank. 
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Seventh Edition of America’s 
Most Popular Banking Book — 


_——— 


LP Here is a book which has come to 

be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 

thoroughly Mr. Kniffin 

has covered his field. THE 


BANKERS PUBLISHING CO. PRaACTIC 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York City 


Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $7.50. 


Bank 
Address 
Signed by 





Banking and Finance Abroad 


BROWN BROTHERS & CO. 


Established 1818 


1531 Walnut Street 59 Wall Street 60 State Street 
Philadelphia Boston 


Corporate and Industrial Financing 
Travelers Letters of Credit 
Commercial Letters of Credit 
Foreign Exchange 


Domestic and Foreign Investment Securities 


BROWN, SHIPLEY & COMPANY 


Founders Court, Lothbury Office for Travelers 
Lo.don, E. C. 123 Pall Mall, London, S. W. 





FOURTEEN YEARS OF 
EUROPEAN INVESTMENTS 
1914-1928 


A Study by S. STERN 


Vice-President Equitable Trust Company of New York 


Inv ESTORS who are interested in foreign securities will find a valu- 
able guide for the appraisal of European securities in this exhaustive 
study of their standing over the last fourteen years. The volume is 
based on authentic records showing what would have occurred from 
1914 to 1928 in the case of investment, half in stocks and half in bonds, 
of $25,000 in each one of thirteen European countries, and in the 
United States and Canada. 

The study illustrates the appreciation or depreciation of capital in 
the several countries during the period reviewed, shows changes in yield 
of securities, and takes into account stock dividends and rights distributed. 


PART I 
Shows why this crucial period is a criterion of the future; discusses 
the advantages of foreign investments for a creditor country and the 
advantages of foreign loans to a debtor country; advises in regard to 
the currency risk in foreign securities; and relates the methods used in 


making the inquiry and the results shown by it. 


f 


PART II 
Contains a detailed survey of each of the fifteen countries con- 
sidered, i.e., Austria, Belgium, Canad2, Denmark, England, France, 
Germany, Holland, Hungary, Italy, Norway, Spain, Sweden, Switzer- 
land and the United States. 


PART III 


Takes up the important question of protection of rights of security 
holders in each of the fifteen countries considered above. 


APPENDICES 
Give recapitulations of the results of the survey in each country, 
each illustrated by charts; presents a total of 55 charts; and discusses 
ten countries not included in the survey—Bulgaria, Esthonia, Finland, 
Greece, Jugo’Slavia, Latvia, Lithuania, Poland, Portugal, Rumania. 


BANKERS PUBLISHING CoMPANY, 
71 Murray Street, 
New York, N. Y 


Send me a copy of Fourteen Years of European Investments for which I 
enclose remittance of $5. 


Bank or Firm 
Address 














Banking Room, Fairfield County Savings Bank, Norwalk, Conn. 


HE banking room of the Fairfield County Savings Bank, 

Norwalk, Conn., has recently been enlarged 2nd remodeled, 
giving this institution not only exceedingly attractive quarters 
but the facilities for serving their increasing c!ientele with greater 
comfort and speed. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street 








View of a newly designed vault door and vestibule with a 
section of the wall cut away, showing the re-enforcing rods 
projecting into the interlocking channel section of the vestibule 
and tying into the heavy ribs of same. After the pouring of 
the concrete, this vestibule becomes an integral part of the wall. 


SSS" 


eManufactured and Installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 


New York Chicago San Francisco Birmingham Boston 
St. Louis Los Angeles 


The Herring-Hall-Marvin Safe Co. for nearly a century, has built and will 
always continue to build the same undeviating quality intoits product. 
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